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Abstract (English)

This applied research examines how electrical and electronics companies can
successfully develop and grow their businesses in Saudi Arabia’s energy sector, with an
emphasis on market entry strategies, strategic partnerships, and innovation initiatives.
The Saudi energy sector is undergoing transformative changes under Vision 2030,
creating new opportunities and challenges for firms. The study investigates key factors
influencing market entry such as regulatory conditions, localization requirements, and
competition and how forming strategic partnerships and fostering innovation can help
companies overcome barriers. An applied, multi-method approach was used, combining
case studies of four recent company ventures and partnerships in the sector with
qualitative insights from industry experts. Analytical frameworks including SWOT,
PESTLE, Porter’s Five Forces, and open innovation models were applied to evaluate both
the external environment and internal strategic capabilities. The findings highlight that
joint ventures and alliances with local partners are often crucial for navigating regulations

and achieving localization goals (aligning with programs like the In-Kingdom Total Value

Add “IKTVA” initiative). Innovation, especially through collaboration with research

institutions and embracing open innovation practices, emerged as a key driver of
competitive advantage and long-term growth for companies. The study provides practical
recommendations for companies aiming to enter or expand in the Saudi energy market
emphasizing gradual localization, proactive partnership-building, and continuous
innovation as well as policy recommendations to support a thriving, innovative energy
ecosystem. Ultimately, this research contributes to a deeper understanding of effective
business development strategies in the context of Saudi Arabia’s evolving energy
landscape, supporting the country’s strategic objectives for economic diversification and

sustainable growth.
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EPC (Engineering, Procurement, and Construction) a form of turnkey contract
where a single contractor is responsible for the engineering design, procurement
of equipment, and construction of a project, delivering a complete facility to the
client on a fixed time and cost schedule. EPC contracts are common in large-scale

energy projects (such as power plants) to streamline project delivery.

FDI (Foreign Direct Investment) An investment by an entity from one country
into a business in another country, typically by establishing operations or
acquiring a substantial stake in a company abroad. FDI involves a “lasting
interest” and often implies active management or control of the foreign business.
In the context of Saudi Arabia, FDI is a key mechanism for international energy

firms entering the Saudi market and contributing capital and expertise.

IKTVA (In-Kingdom Total Value Add) A localization program launched by
Saudi Aramco in 2015 to increase local content in the Saudi energy sector. The
IKTVA program incentivizes suppliers to invest in domestic facilities, workforce
development, and technology transfer, with the goal of retaining a majority of oil
& gas procurement spending within Saudi Arabia. By driving supply chain
efficiency and local industry growth, IKTVA supports Saudi economic

diversification and Vision 2030 objectives.

IoT (Internet of Things) The network of interconnected devices, sensors, and
software that collect and exchange data over the internet. In an industrial context,
[oT enables real-time monitoring and control of equipment and infrastructure. In
Saudi Arabia’s energy sector, loT-based solutions (e.g. smart grid sensors or
pipeline monitors) help improve operational efficiency, safety, and predictive

maintenance through data-driven insights.

IPP (Independent Power Producer) A private company (non-utility) that owns

and operates power generation facilities and sells electricity to the national grid or

end-users. Unlike a state-owned utility, an IPP invests its own capital to develop

projects and typically operates under long-term power purchase agreements. [PPs




have been instrumental in Saudi Arabia’s power sector, particularly for
introducing renewable energy projects, as they add generation capacity and drive

competition in line with market liberalization efforts.

JV (Joint Venture) A business arrangement in which two or more parties
establish a new, jointly-owned entity to undertake a specific project or business
activity. In a JV, partners pool their resources and share profits, losses, and
management responsibilities. Joint ventures are a common market entry strategy
for foreign companies in Saudi Arabia’s energy sector, allowing international
firms to partner with local entities (such as Aramco or other Saudi companies) to

combine expertise, share risks, and comply with local ownership regulations.

KSA (Kingdom of Saudi Arabia) The official name of Saudi Arabia, often
abbreviated as KSA. In this thesis, “KSA” is used to refer to the country in the

context of its energy sector and business environment.

NREP (National Renewable Energy Program) A Saudi government initiative
(under the Ministry of Energy) to expand renewable energy generation as part of
Vision 2030. The NREP oversees the planning and tendering of solar and wind
projects, targeting an initial 9.5 GW of renewable capacity by 2023 in its first
phase. By attracting private investment (often via IPP/PPP models) and leveraging
resources like solar PV, the NREP aims to diversify the energy mix and reduce

reliance on oil.

PIF (Public Investment Fund) Saudi Arabia’s sovereign wealth fund, among the
largest in the world, established in 1971 to invest on behalf of the government in
strategic sectors. PIF finances major domestic initiatives and international projects

to support the Kingdom’s economic transformation. In the energy domain, PIF

plays a vital role by funding key projects (such as renewable energy ventures and

infrastructure) and forming strategic partnerships, aligning with Vision 2030’s

diversification goals.

PPP (Public-Private Partnership) a cooperative arrangement between

government and a private-sector company to finance, build, and operate a project




or service. In a PPP, the private partner typically provides upfront capital and
expertise for infrastructure or public services, and in return gains revenues over
the contract duration. Saudi Arabia employs PPP models for large infrastructure
and energy projects (for example, independent power and water plants),
leveraging private investment while sharing risks and rewards between the public

and private sectors.

PV (Photovoltaic) Relating to the technology that converts sunlight directly into
electricity using semiconductor cells (the photovoltaic effect). “PV” typically
refers to solar power generation; for instance, solar PV panels are used in Saudi
Arabia’s solar farms to harness solar energy as part of the country’s renewable

energy expansion.

SEC (Saudi Electricity Company) The national electricity utility of Saudi
Arabia, which is a majority state-owned company responsible for power
generation, transmission, and distribution across the Kingdom. Established in

2000 through a merger of regional utilities, SEC is the main provider of electric

power in Saudi Arabia and is central to government efforts to upgrade the grid,

integrate renewables, and meet rising energy demand.

SWOT analysis: a strategic planning tool used to evaluate an organization or
sector by identifying its internal Strengths and Weaknesses, and external
Opportunities and Threats. A SWOT analysis helps decision-makers understand
the competitive position and environmental factors, informing strategy
development. In this research, a SWOT analysis is applied to Saudi Arabia’s
energy sector/business environment to assess favorable factors (e.g. abundant
resources, strong government support) versus challenges (e.g. market barriers,

competition, technological gaps).

Vision 2030 A comprehensive national reform plan unveiled in 2016 under the
leadership of Crown Prince Mohammad bin Salman, aimed at diversifying Saudi
Arabia’s economy away from oil dependence and developing public service
sectors. Vision 2030 sets targets across economic and social domains, including

significant initiatives in the energy sector (such as expanding renewables,

xii




localizing energy industries through programs like IKTVA, and promoting

investment via PIF). This Vision provides the strategic framework guiding

business development and growth strategies discussed in the thesis.
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Chapter 1: Introduction

Saudi Arabia’s energy sector is in the midst of a significant transformation driven by the
country’s Vision 2030 and major policy reforms. Historically dominated by oil and gas,
the sector is now rapidly diversifying into renewable energy, power infrastructure, and
advanced energy technologies. Massive investments by the government and the Public
Investment Fund (PIF) are reshaping the industry’s landscape, alongside initiatives like
the In-Kingdom Total Value Add (IKTVA) program that encourage local value creation.
This transformation presents both opportunities and challenges for businesses
:particularly for international and local companies in electrical and electronic industries
that are looking to operate in the energy domain. To navigate this evolving environment,
firms must adopt strategic business development approaches focused on effective market

entry, forging strategic partnerships, and fostering continuous innovation.

Electrical and electronics companies play a crucial role in the modernization of the
energy sector. They provide essential technologies and solutions for power generation,
grid modernization, energy efficiency, and “smart” infrastructure (such as smart grids and
Internet-of-Things-based energy management systems). Saudi Arabia’s push for
renewable energy and smart infrastructure :for example, plans for extensive solar and
wind projects and smart city initiatives like NEOM :amplifies the need for the expertise
and products of these companies. At the same time, entering and growing in the Saudi
market requires a deep understanding of local market conditions, regulatory
requirements, and cultural business norms. Companies often face high entry barriers,
including stringent localization mandates (e.g. requirements to use local content and hire
local talent), established domestic competitors with strong relationships, and the need to

align with national development goals such as sustainability and job creation for Saudis.

The government’s Vision 2030 and related national energy strategies have set ambitious
targets that shape the business environment. For instance, Saudi Arabia aims to source
50% of its power generation from renewable energy by 2030 (approximately 130 GW of

renewable capacity). Achieving this goal calls for substantial involvement from the

private sector and the introduction of new technologies on a large scale. Additionally,

programs like IKTVA encourage international firms to localize manufacturing and form




partnerships with local entities, fundamentally altering how foreign companies approach
market entry into Saudi Arabia. The Public Investment Fund has been instrumental in this
domain, investing heavily in renewable projects and forging partnerships with global
firms to bring in technology and expertise. For example, at the IKTVA Forum 2024,
Saudi Aramco signed 145 agreements with international and local companies valued at $9
billion to boost localization across the energy value chain. Such trends underscore that
companies must not only bring competitive products and services, but also be prepared to
invest locally, collaborate with domestic partners, and contribute to innovation and talent

development in order to succeed in Saudi Arabia’s energy industry.

In this dynamic context, business development and growth strategies that are tailored to
the Saudi energy sector are critical for success. This thesis explores three interrelated
strategic pillars: market entry (how companies enter and establish themselves in the
market), strategic partnerships (how alliances and joint ventures can facilitate growth and
help overcome barriers), and innovation (how companies leverage new ideas and
technologies :including through open innovation :to sustain competitive advantage). The

research is applied in nature, meaning it draws on real-world cases and data to derive

practical insights for both companies and policymakers. By examining recent examples

(for instance, joint ventures established, new local facilities, R&D collaborations) and
analyzing them through frameworks like SWOT, PESTLE, and Porter’s Five Forces, the
study identifies best practices and key success factors for growth in the Saudi energy

sector.

This introductory chapter is organized as follows: first, the problem statement that
motivated the research is outlined, highlighting the challenges companies face in this
domain. Next, the importance of the study is discussed to explain why this research is
significant for both academic knowledge and industry practice. The chapter then presents
the research objectives and research questions that guide the scope of the investigation.
Finally, an overview is provided of the remaining structure of the thesis, which includes
an in-depth literature review of relevant theories and past studies (Chapter 2), an
explanation of the theoretical framework adopted (Chapter 3), a detailed account of the

research methodology (Chapter 4), followed by the results and analysis (Chapter 5). The




thesis concludes with chapters on overall conclusions (Chapter 6) and practical

recommendations (Chapter 7), as well as the references and appendices. This structured

approach ensures a logical flow from identifying the problem to deriving actionable

conclusions. Overall, the introduction sets the stage for a comprehensive exploration of

how business development strategies can be effectively applied in the context of Saudi

Arabia’s evolving energy landscape.

Table 1.1: Key Indicators of the Saudi Energy Sector (Production, Consumption,

and Capacity)

Indicator

Value (Year)

Proven Crude Oil Reserves

~267.2 billion barrels (2022)

Crude Oil Production

~11.2 million barrels per day (2023)

Oil Domestic Consumption

~4.05 million barrels per day (2023)

Proven Natural Gas Reserves

~333 trillion cubic feet (2021)

Natural Gas Production (utilization)

~122.9 billion cubic meters per year (2022)

Total Installed Power Generation Capacity

~83 GW (2023)

Installed Renewable Energy Capacity

~2.8 GW (2023)

Electricity Generation (annual)

421.8 TWh (2023)

Primary Energy Consumption

11.60 exajoules (2023)

This table summarizes major energy indicators for Saudi Arabia, including production

and consumption of oil and gas, as well as power capacity and renewables deployment.

All figures are the latest available estimates.




1.1 Background and Context

Over the past decade, Saudi Arabia has embarked on a broad economic transition as part
of its Vision 2030 agenda, with the energy sector at the forefront of this change. Vision
2030 envisions not only diversifying energy sources (integrating large-scale renewable

energy projects) but also localizing industrial capabilities and increasing private sector

participation in the economy. In practical terms, this means that international businesses

interested in the Saudi market now encounter a landscape where renewable energy
tenders, local content requirements, and partnership opportunities with government-
related entities are increasingly common. Major initiatives shaping the background of this

study include:

The National Renewable Energy Program (NREP), which has led to numerous
solar and wind projects being tendered to foreign-local consortia, and set targets
for renewable energy capacity by specific dates. This program has signaled to
electrical and electronics firms worldwide that Saudi Arabia is open for business

in clean energy but expects knowledge transfer and local investment in return.

The IKTVA program (by Saudi Aramco), which started in the oil and gas sector
and now influences power and renewables, systematically scoring suppliers on
local value addition. Companies are increasingly evaluated on how much they
invest in local facilities, workforce, and supply chains. As a result, many
companies have felt pressure to establish joint ventures or factories in Saudi

Arabia to improve their IKTVA scores and win contracts.

Mega-Projects and Giga-Projects under Vision 2030 (like NEOM, the Red Sea
Project, and others) which aim to incorporate state-of-the-art energy infrastructure
(e.g., smart grids, hydrogen fuel, massive battery storage). These projects often
involve partnerships between government, local firms, and foreign technology
providers. They create opportunities for businesses that can offer innovative

solutions and are willing to partner with local stakeholders.

Given this background, companies seeking growth in the Saudi energy sector must adapt

their traditional strategies. The context is no longer one of simply exporting equipment or




competing on price; it involves integrating into a national ecosystem that values

localization, collaboration, and alignment with strategic national goals. The following

sections detail the specific research problem, significance, objectives, and questions that

arise from this context.




1.2 Problem Statement

Despite Saudi Arabia’s substantial investments and policy efforts to modernize the energy
sector, many electrical and electronics companies :both domestic firms and international
entrants face uncertainty in defining effective growth strategies for this market. The
competitive landscape in the Saudi energy sector is intensifying, and doing business
requires companies to comply with local regulations, achieve stringent localization
targets, and continuously innovate to differentiate themselves. However, several key
challenges remain insufficiently addressed in practice, forming the core problem this

research tackles.

One central challenge is the ambiguity around which market entry strategies work best in
Saudi Arabia’s context. Companies often struggle with understanding and meeting the
complex regulatory and administrative requirements for establishing operations in the
Kingdom. For example, while the government now permits 100% foreign ownership in
many energy-related businesses, in practice new entrants still benefit greatly from having
a local partner to navigate bureaucratic processes, certification requirements, and
stakeholder networks. High initial investment costs such as setting up local
manufacturing facilities or service centers and ensuring compliance with programs like

IKTVA (which mandates minimum local value-add) can be daunting for newcomers.

Many firms remain unclear on how to structure their market entry (whether via joint

ventures, partnerships, acquisitions of local firms, or independent “greenfield” setup) in a
way that minimizes risk and maximizes acceptance by local authorities and clients. In
short, there is a problem of knowledge and strategy gap regarding optimal entry modes

under Saudi conditions.

Another facet of the problem concerns strategic partnerships and alliances. The Saudi
business environment, particularly in energy, often favors deep partnerships local
stakeholders frequently prefer joint ventures with foreign firms over simple vendor-client
relationships, as joint ventures ensure commitment and knowledge transfer. However,
forging the right partnerships is challenging. Companies may not know how to identify
suitable local partners or how to align partnership objectives effectively. Misaligned

partnerships can result in conflicts, cultural clashes, or underperformance of the venture.




Additionally, the potential benefits of partnerships such as technology transfer, access to
local networks, and shared investment are not always fully realized if the partnership is
not managed strategically. There is a lack of clarity on which partnership models (e.g.
equity joint ventures vs. non-equity alliances, project-based consortium vs. long-term
partnership) yield the best outcomes in terms of market expansion and project success in

the Saudi energy industry.

A third dimension of the problem lies in innovation and adaptation to technological
change. Saudi Arabia’s energy sector is increasingly emphasizing innovation, from
renewable energy technologies to digital transformation (such as smart grids, IoT sensors
in utilities, and Al for energy management). Companies entering this sector must
innovate not only in their products and services but also in their business models and
operations. However, many firms face difficulties integrating into the local innovation
ecosystem. Challenges include limited access to R&D networks within Saudi Arabia, a
relative scarcity of specialized local talent in cutting-edge fields, and concerns about

protecting intellectual property when collaborating. While global companies might

possess advanced technologies, they often find that deploying those innovations in Saudi

projects requires collaboration with local research institutions or at least compliance with
local standards and certification processes. Local companies, on the other hand, often
need greater capacity and knowledge they require exposure to global innovations
(through open innovation practices or partnerships) to stay competitive. Overall, effective
models for fostering innovation collaboration (such as corporate-startup partnerships,
industry-academia research programs, or open innovation platforms) are still developing
in Saudi Arabia. This leaves companies unsure how best to engage in innovation

activities that could support their growth.

In summary, the problem this study addresses is the lack of clear, empirically grounded
understanding of how companies can successfully enter and grow in the Saudi energy
sector through tailored market entry planning, strategic partnerships, and innovation
initiatives. This problem is evidenced by gaps in both the existing literature and in
business practice. While broad national initiatives (like Vision 2030 or the IKTVA

program) set the stage, there is limited specific guidance available on effective firm-level




strategies in this context. The result is that companies may underperform or even fail in

the Saudi market due to missteps in their strategy formulation and execution. By

analyzing real cases and gathering insights from experts, this research aims to clarify

these ambiguities and provide a practical roadmap for business development that aligns

with Saudi Arabia’s evolving energy sector context.




1.3 Importance of the Study

This study is significant for several reasons, encompassing both academic importance and
practical relevance. From an academic perspective, it contributes to the growing body of
knowledge on international business strategy and emerging markets, offering insights
specific to the Middle Eastern and Saudi context. Saudi Arabia’s energy sector, in the
midst of diversification and rapid growth, provides a unique setting to examine how
classical strategic models (like market entry modes, partnership theories, and innovation
management frameworks) apply in practice under conditions of accelerated economic
change. By focusing on electrical and electronics companies which are often mid-sized
technology providers rather than the oil & gas giants typically studied the research fills a
niche that has not been deeply explored in prior literature. Many existing studies focus
broadly on energy policy or on large petroleum companies; in contrast, this study zeroes
in on the strategic behavior of the supporting industries (electrical equipment, electronics,
renewable technology firms) that are critical for sustainable energy development but
under-represented in research. Therefore, the findings can enrich strategic management
theories with insights from a non-Western, fast-changing environment, addressing a gap
in the literature about how medium-sized technology firms adapt in the Gulf region. It
also bridges multiple theoretical domains combining international business strategy
(entry and expansion) with innovation management and alliance theory in a single

focused study.

From a practical standpoint, the study’s importance is evident in the context of Saudi
Vision 2030 and the Kingdom’s industrial development goals. The success of Vision
2030’s energy diversification and localization targets hinges on the active participation
and success of private companies, including foreign investors bringing in expertise and
local entrepreneurs driving innovation. This research provides actionable insights for
business leaders who aim to contribute to and benefit from Saudi Arabia’s energy sector

growth. For instance, by identifying effective market entry strategies, the study can help

new investors avoid common pitfalls and align their market entry plans with local

expectations and regulations. Understanding what has worked (and not worked) for

others can guide executives in making informed choices about partnering or investing.




The emphasis on strategic partnerships addresses a core practical need: companies will
learn how to form and manage alliances that enable them to win contracts, share risks,
and meet localization requirements. Given that major Saudi clients (like Aramco or the
Saudi Electricity Company) increasingly favor bidders who have solid local partnerships

or joint ventures, understanding partnership dynamics has immediate business value.

Furthermore, the focus on innovation and open innovation carries practical significance
for sustaining competitive advantage in the Saudi market. Saudi Arabia is investing
heavily in building an innovation ecosystem for example, the government has set goals to
increase R&D spending to 2.5% of GDP by 2040 and is establishing new research centers
and innovation hubs. Companies that leverage these opportunities (such as collaborating
with local universities or participating in government-sponsored innovation programs)
are likely to thrive. This study’s insights on innovation strategies, illustrated through
cases (for example, ACWA Power’s joint R&D center with KACST, or Aramco’s
partnerships with KAUST on advanced research), provide a blueprint that other firms can
follow. Such information is particularly valuable for corporate R&D managers and

innovation officers who are looking to align their innovation approach with Saudi

Arabia’s environment. It underscores the idea that engaging in open innovation by

working with Saudi academia, startups, or tech hubs is not just a CSR activity but a

strategic move to gain local insight and co-develop solutions suited to the local market.

Another important practical aspect is the study’s relevance for policymakers and
development agencies in Saudi Arabia. By identifying the challenges companies face (for
example, regulatory hurdles, talent shortages, or financing constraints) and highlighting
which strategies help overcome them, the research can inform policy adjustments. If, for
instance, the study finds that companies struggle with navigating standards and
certifications, regulators might consider streamlining those processes or providing better
guidance to new investors. If innovation collaboration is found to be a key success factor
for companies, government programs could be adjusted to further incentivize industry-
academia partnerships or to support corporate incubators. In essence, the study provides
feedback from the business community’s perspective, which is valuable for fine-tuning

initiatives like IKTVA, the National Industrial Strategy, or the new national RDI




(Research, Development & Innovation) policies. Policymakers interested in attracting
investment and fostering a healthy business ecosystem in energy can use these findings to

create a more enabling environment.

In summary, this study is important academically because it expands our understanding
of business development strategies in the specific context of Saudi Arabia’s energy sector
transformation, and it is important practically because it offers concrete guidance to
companies and policymakers engaged in one of the world’s most strategically significant
energy markets. By clearly articulating both the scientific importance (contributing new

knowledge and bridging research gaps) and the practical importance (solving real-world

strategic problems and aiding decision-making), the study justifies its relevance and

potential impact. This dual importance underlines why the research was worthwhile and

how its outcomes can be utilized in advancing both theory and practice.




1.4 Research Objectives

The primary aim of this research is to examine and identify effective strategies that
facilitate business development and growth for electrical and electronics companies in
Saudi Arabia’s energy sector. In alignment with this broad aim, the study has several
specific objectives that break down the problem into manageable inquiries. These
objectives serve as concrete goals for what the research seeks to achieve, and they guided

the data collection and analysis process. The objectives of the study include:

Identify effective market entry strategies for electrical and electronics firms in
Saudi Arabia’s energy sector. This involves determining how companies can
successfully enter the market for example, through joint ventures with local
partners, acquisitions of or partnerships with local firms, setting up greenfield
operations, or other modes and understanding which entry modes have

historically led to sustainable success under Saudi conditions.

Examine the role of the Public Investment Fund (PIF) and government
investment programs in shaping business growth opportunities in the energy
sector. The objective here is to assess how initiatives led by PIF (such as large-
scale renewable energy investments, or PIF-backed joint ventures with
international companies) influence the landscape for private firms. For instance,
what opportunities or support mechanisms arise from these government-led

investments, and how can companies align their strategies to benefit from them?

Assess key success factors for business expansion and long-term
sustainability in the Saudi energy context. This means identifying both internal
factors (such as a firm’s access to capital, technology superiority, management
expertise, and organizational adaptability) and external factors (such as market
demand, regulatory climate, and availability of skilled labor) that contribute to a
company’s ability not just to enter but also to scale up and sustain operations over

time in Saudi Arabia.

Analyze the impact of strategic partnerships on scaling businesses and

improving performance. The goal is to evaluate how forming partnerships
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whether with local companies, international technology providers, or government
entities helps in business development. This includes understanding which
partnership models work best (e.g., equity joint ventures vs. contractual alliances)
and how partnerships contribute in areas like market access, resource sharing, risk
mitigation, and localization. Essentially, the study seeks to clarify in what ways

partnerships drive growth and resilience for companies in this sector.

Evaluate the influence of Saudi Vision 2030 on corporate strategies,
particularly regarding localization and investment trends. This objective looks at
how the broader national agenda and policies (like Vision 2030°s call for a
thriving private sector and the IKTVA localization requirements) are affecting
company behavior. Are companies changing their product offerings, investing in
local manufacturing, or launching training programs for Saudis in response to
Vision 2030 directives and expectations? The aim is to understand how alignment

with the vision translates into tangible strategic adjustments by firms.

Investigate regulatory challenges and opportunities that affect business
development in the energy sector. This involves scrutinizing the regulatory
environment to find out what challenges companies face (for example, in
obtaining necessary licenses, meeting Saudization quotas, or navigating
procurement rules) and what recent regulatory reforms or incentives they can
leverage. Essentially, the study aims to map out the regulatory landscape in terms

of barriers and enablers for business growth.

Utilize strategic analysis tools (SWOT, PESTLE, Porter’s Five Forces) to
assess the market environment and internal capabilities relevant to the sector. The
objective is to apply these well-known frameworks to systematically identify the
Strengths, Weaknesses, Opportunities, and Threats (SWOT) for companies in this
sector; to analyze the Political, Economic, Social, Technological, Legal, and
Environmental (PESTLE) factors in Saudi Arabia’s energy market; and to

evaluate industry structure and competition using Porter’s Five Forces model. By

doing so, the study ensures that its recommendations are grounded in a thorough




situational analysis and that we capture a holistic view of the business

environment.

Develop actionable recommendations for companies looking to enter or expand
in the Saudi energy market. Based on the research findings, the aim is to
formulate clear recommendations or even a strategic framework that companies
can follow. This includes guidance on how to structure market entry plans, how to
approach and negotiate partnerships, and how to integrate innovation into their

strategy for long-term success.

Explore financial and business model considerations that support long-term
investment and growth in the sector. This might include looking at how
companies can finance their expansion (for example, through Saudi industrial
development funds, or partnerships with local investors, or export credit facilities)
and what business models are proving successful (for instance, Build-Operate-
Transfer models for power projects, or service-based revenue models for

technology providers in energy).

Each of these objectives contributes to a comprehensive understanding of the research

problem. Collectively, they ensure that the study covers a broad range of factors from

high-level policy impacts down to firm-level strategic choices and operational tools
providing a multi-faceted analysis of business development in Saudi Arabia’s energy

sector.




1.5 Research Questions

Aligned with the above objectives, the study seeks to answer several key research
questions. These questions are formulated to target the main areas of inquiry and to
ensure that the research remains focused on addressing the core problem. By answering
these questions, the study will achieve its objectives and ultimately provide insights to

help resolve the challenges identified. The research questions guiding this study are:

1. What are the most effective market entry strategies for electrical and

electronics companies in Saudi Arabia’s energy sector?

This question investigates the optimal ways for companies to enter the Saudi
energy market. It asks whether strategies such as partnering with a local firm
(through joint ventures or distributor agreements), acquiring a local company, or
entering independently (and under what conditions each works best) have proven
most successful. It also implies examining the relative success of different entry
modes (e.g., export-only, licensing, franchising, joint venture, wholly-owned

subsidiary) in the context of Saudi Arabia.

How do investments and initiatives by the Public Investment Fund (PIF)
influence business development opportunities in the Saudi energy sector?
This question explores the impact of PIF’s involvement on private sector
opportunities. For example, when PIF invests heavily in a certain segment (like
solar energy or electrical infrastructure) or forms a joint venture with an
international company, how does that shape the market for other companies? Does
PIF’s activity create new partnerships or value-chain opportunities that firms can

tap into, and does it set certain standards or expectations (like requiring

technology transfer or local manufacturing) that companies must consider?

What are the major regulatory challenges and opportunities that expanding
firms encounter in the Saudi energy industry? Here, the question aims to
uncover specific regulatory factors that affect businesses. Challenges might
include navigating the licensing process through MISA (Ministry of Investment),

meeting the Saudization (local hiring) requirements, obtaining certifications from
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odies like SASO (Saudi Standards, Metrology and Quality Org.), or dealing with
contract bidding rules for government projects. Opportunities could involve
government incentives such as tax breaks for manufacturing in industrial zones,
streamlined permit processes for renewable energy projects, or government-
backed financing for local joint ventures. Essentially, this asks what in the

regulatory environment hinders or helps company expansion.

Which factors contribute most to the successful expansion and long-term
sustainability of businesses in the Saudi energy sector? This question is
looking for key success factors. These could be internal to the firm (e.g., having
strong financial resources, possessing cutting-edge technology, a proven track
record globally, or a highly adaptable management culture) or external (e.g., high
demand in the market, supportive government policies, or a strong local partner
network). The aim is to distill from cases and data what distinguishes companies
that have thrived from those that have struggled. For instance, is local talent
development a differentiator? Is it critical to have a manufacturing base in the
Kingdom? Does the ability to navigate government relations better separate the

winners from losers?

In what ways do strategic partnerships enhance business scalability and
performance in the Saudi energy sector? This question examines partnerships
in detail. It asks how partnerships (with local firms, international companies, or
government entities) help businesses grow and perform better. Do partnerships
provide advantages like improved market access (through partners’ relationships
and reputation), risk sharing in large projects, access to government contracts that
would be hard to get alone, or quicker learning about the local market? For
example, if a foreign company partners with a well-connected Saudi firm, does it
significantly improve its chances of winning major contracts or operating

smoothly? The question also implicitly asks for evidence or examples of how

partnership-driven companies fare versus those that go solo.

What role does Saudi Vision 2030 play in shaping corporate strategies

around localization and innovation in the energy sector? Given Vision 2030’s
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emphasis on a thriving private sector, local industry development, and innovation,
this question explores how that overarching vision is influencing companies. Are
firms aligning their strategies explicitly with Vision 2030 for instance, by
localizing supply chains, investing in training Saudi employees, entering into
sectors (like renewables or smart grid tech) highlighted by the vision, or
participating in Vision 2030 programs? Essentially, how do national goals and
narratives trickle down into company strategy? An example could be companies
launching CSR or training programs that coincide with Vision 2030’s social goals

to win public goodwill and government support.

How can companies utilize SWOT analysis to make informed strategic
decisions about entering and expanding in the Saudi energy market? This
question is a bit methodological. It suggests looking at how companies (or this
study) can apply SWOT analysis to the situation in Saudi Arabia to guide their
decisions. It implies examining a typical SWOT: for instance, a company’s
Strengths (maybe strong technical know-how, or existing relationships) and
Weaknesses (like lack of local presence, higher costs), then external Opportunities
(like the growth in renewables, government incentives) and Threats (like
competition, regulatory changes). The question essentially asks how such an
analysis can inform strategy e.g., by leveraging strengths to seize opportunities (a

company with great solar technology seizing the opportunity of Saudi’s solar

program) and by mitigating weaknesses and threats (partnering locally to

overcome a lack of local presence, for instance).

What are the primary risks associated with market expansion in the Saudi
energy sector, and how can companies mitigate these risks? This question
directly addresses risk assessment and management. The “primary risks” could
include political/regulatory risk (policy changes, regional geopolitical tension),
market risk (volatility in oil prices affecting government spending on projects),
partnership risk (the risk of joint ventures failing or partners not delivering), and
operational risk (e.g., delays in project execution or supply chain issues). Once

identified, the question asks how companies can mitigate these risks. Mitigation




strategies might be diversifying their portfolio of projects, obtaining political risk
insurance, including robust terms in JV agreements to handle disputes, investing

in local talent to reduce reliance on expensive expatriates, etc.

What financial incentives and support mechanisms exist for new market
entrants in the Saudi energy sector, and how can firms leverage them? This
question looks at the financial dimension of expansion. It asks about incentives
like: subsidized loans or credit facilities (for example, the Saudi Industrial
Development Fund loans for setting up factories), export credit agencies (like
Saudi EXIM Bank agreements, e.g., GE’s $1B export credit line), grants or
subsidies for renewable energy projects, tax exemptions in economic zones (such
as those possibly available in SPARK or other industrial parks), or co-investment

opportunities with PIF or other local investors. Then it asks how firms can make

use of these implying that part of a smart entry strategy is to capitalize on

available financial support to reduce entry costs and risks.




Chapter 2: Literature Review

The literature review provides an overview of existing knowledge, theories, and research
studies related to business development and growth strategies in the context of energy
sectors and emerging markets, with a particular focus on Saudi Arabia where possible. It
covers the conceptual frameworks and models that underpin this study (such as market
entry strategy theories, partnership and alliance frameworks, and innovation models), as
well as empirical findings from previous studies that are relevant. For clarity, the review

is organized into sub-sections that correspond to the key themes of this research:

2.1 Business Development and Market Expansion Strategies covering general
theories on how firms expand into new markets and the strategic choices they

face.

2.2 Saudi Arabia’s Energy Market Trends and Regulatory Landscape
summarizing the specific context of the Saudi energy sector, including recent

market trends and important regulations affecting business.

2.3 Role of the Public Investment Fund (PIF) in Energy Sector Growth

reviewing literature or reports on how PIF and similar institutions influence

market opportunities and industrial development.

2.4 Case Studies of Successful Market Entry highlighting documented
examples or studies of companies that entered similar markets (or Saudi Arabia’s

market) successfully and what can be learned from them.

2.5 Strategic Partnerships and Business Scaling examining theories and studies

on how partnerships, joint ventures, and alliances contribute to business growth.

2.6 Innovation and Open Innovation in the Energy Sector discussing the
importance of innovation in energy and how open innovation models are being

applied.

2.7 Analytical Frameworks: SWOT, PESTLE, and Porter’s Five Forces
presenting the frameworks to be used in analysis and any literature on their

application in this context.




o 2.8 Review of Previous Studies and Research Gap summarizing specific prior

studies related to our topic and identifying the gaps that justify the current

research.




2.1 Business Development and Market Expansion Strategies

Business development in the context of entering new markets involves a combination of
strategic planning, market research, relationship building, and often the adaptation of
business models to fit local contexts. Classical literature on international market
expansion (e.g., Root, 1994; Kotler & Keller, 2012) outlines a spectrum of market entry
modes available to companies, including exporting, licensing, franchising, joint ventures,
and wholly-owned subsidiaries (either through acquisition or greenfield investment).
Each entry mode carries different levels of risk, control, resource commitment, and
expected return. A foundational idea is that there is no one-size-fits-all solution
companies must choose an entry strategy that aligns with their own capabilities and the
target market conditions (Root, 1994). For instance, exporting is low-risk and low-
control, suitable for initial exploration, whereas a wholly-owned subsidiary gives

maximum control but requires heavy commitment and exposure to risk.

In emerging markets like Saudi Arabia, scholars have noted that partnerships and joint
ventures are frequently favored entry strategies due to the benefits of local knowledge
and shared risk. Pan & Tse (2000) suggest in their work on entry modes that in

environments with high uncertainty or regulatory complexity, companies tend to prefer

joint ventures or alliances because local partners can navigate institutional voids and

reduce the foreign firm’s exposure to unfamiliar conditions. Similarly, Elg et al. (2017)
observed that foreign companies entering Gulf countries often rely on local agents or
partners initially, transitioning to deeper involvement only after they gain confidence in
the market. This resonates with practical advice from trade organizations: for example,
the U.S. International Trade Administration (ITA) explicitly recommends that new
entrants to the Saudi market consider partnering with established local companies to
effectively navigate business procedures and regulations. The rationale is that local
partners can assist with understanding the tendering processes, compliance with local

norms, and connection to key stakeholders in government and industry.

Recent literature also emphasizes the importance of local context adaptation in business
development strategies. Ghemawat’s framework of “AAA” strategies Adaptation,

Aggregation, Arbitrage suggests that for markets like Saudi Arabia, Adaptation to local
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needs and conditions is crucial (Ghemawat, 2007). Adaptation might involve customizing
products to meet local preferences or standards, adjusting pricing to local purchasing
power, or modifying marketing approaches to align with cultural expectations. Another
relevant concept is that of institutional voids (Khanna & Palepu, 2010), which refers to
gaps in the market infrastructure (such as the lack of intermediaries, market data, or
effective legal enforcement) that are common in emerging economies. Companies
entering such markets often need to build extra capabilities to fill these voids for instance,
establishing in-house training programs if the local labor market doesn’t supply needed
skills, or creating new distribution channels if none exist. In Saudi Arabia’s energy sector,
one institutional characteristic is the dominant role of state-owned enterprises and
government procurement. This means that relationship-building and understanding
public-sector decision-making can be as important as traditional competitive tactics.
Companies must often engage with large entities like Saudi Aramco or the Saudi
Electricity Company not just as customers but as quasi-partners whose strategic priorities

(like localization) influence business opportunities.

Studies on market expansion in the energy industry indicate that regulatory factors weigh

heavily on strategy. A comparative study by Tan et al. (2016) on renewable energy firms

expanding in the Middle East found that government policies (such as feed-in tariffs,
local ownership laws, or long-term power purchase agreements) can significantly enable
or hinder entry. In the case of Saudi Arabia, policies in recent years have evolved to
encourage foreign investment for example, allowing 100% foreign ownership in many
sectors and offering fast-track investment licensing through MISA. However, other
requirements like achieving certain IKTVA localization scores create a need for strategic
planning around partnerships and local investments. Companies might choose to enter via
a joint venture initially to meet local content requirements and gradually increase
ownership as they build local capabilities. The presence of industrial clusters (such as the
King Salman Energy Park “SPARK” and other economic cities) also influences strategy;

setting up within such clusters can offer infrastructure benefits and government support.

Overall, the literature on market entry strategy underscores a contingency approach the

best strategy depends on both firm-specific and country-specific factors. For an electrical




or electronics company eyeing Saudi Arabia, important firm-specific factors include the
company’s size and financial resources, its international experience, its technology and
product uniqueness, and its tolerance for risk. Country-specific factors include Saudi
Arabia’s market size and growth rate, the competitive dynamics (e.g., which rivals are
already present), cultural and legal environment, and the level of political risk. The OLI
framework (Ownership-Location-Internalization) by John Dunning suggests that a
company will invest abroad (Internalization) if it has unique Ownership advantages (e.g.,
technology, brand) and if the Location advantages of the target country (e.g., market
potential, resource access) are compelling and when the benefits of owning operations
outweigh the costs of other modes. In Saudi Arabia, the Location advantages (large
projects, government incentives, central geography in Middle East) are strong, but to
capture them, companies often combine Ownership advantages (like technology) with
local partnership to satisfy internalization in a somewhat hybrid way (internalizing via a

partnership, which is a nuance to Dunning’s model noted in our conclusions).

This study builds on these insights by examining current, real-world examples of how

companies have approached market entry in Saudi Arabia’s energy sector. It looks at

patterns such as phased entry strategies (starting with smaller commitments and scaling

up), the role of local intermediaries or sponsors, and the outcomes of different
approaches. By comparing these findings to the general principles from literature, we can
see where Saudi Arabia’s case aligns with or deviates from broader trends in international

business strategy.




2.2 Saudi Arabia’s Energy Market Trends and Regulatory Landscape

Saudi Arabia’s energy sector is characterized by a mix of longstanding structures and
rapidly evolving new trends. Literature and industry reports on the Saudi energy market
highlight a few key trends in recent years: diversification of energy sources, regulatory

liberalization, increased local content emphasis, and significant infrastructure investment.

One major trend is the shift towards renewable and alternative energy. As part of Vision
2030, Saudi Arabia launched the National Renewable Energy Program, which set targets
(such as 58.7 GW of renewables by 2030, later increased) and initiated a series of
competitive bidding rounds for solar and wind projects. This has attracted many
international renewable energy developers and equipment suppliers into the market, often
in partnership with local firms like ACWA Power. Analysts such as those at KAPSARC
(King Abdullah Petroleum Studies and Research Center) have noted that Saudi Arabia’s
renewable energy push is creating an entirely new segment in the energy market, one that
operates on different economics and timelines than the traditional oil and gas projects.

For electrical and electronics companies, this means opportunities in supplying solar

panel components, grid integration technology, energy storage systems, and control

systems for renewable plants.

Another important trend is the modernization of the power grid and investment in smart
infrastructure. The Saudi Electricity Company (SEC) and government entities have been
investing in upgrading transmission and distribution networks, introducing smart meters,
and exploring smart grid technologies. Technical reports indicate that Saudi Arabia has
begun implementing advanced control systems and automation to improve grid reliability
and efficiency. This trend aligns with the global shift towards digitalization in energy
(often called “Energy 4.0”), and it opens the door for companies offering grid automation
software, IoT sensors, and Al-based energy management solutions. It also aligns with
regulatory moves for example, steps towards unbundling parts of the power sector,
introducing competition in power generation, and encouraging independent power

producers (IPPs) which require robust grid management.

From a regulatory standpoint, the Saudi government has enacted a series of reforms to

improve the investment climate. The establishment of the Ministry of Investment (MISA,
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formerly SAGIA) was aimed at streamlining the process for foreign companies to start
businesses in Saudi Arabia. Key regulatory changes in the last decade include permitting
100% foreign ownership in most sectors (with some exceptions like oil upstream),
creating special economic zones, and improving transparency in government tendering.
The World Bank’s Ease of Doing Business reports (until 2019) showed significant
improvements in Saudi Arabia’s rankings, reflecting reforms in areas like starting a
business, getting electricity, and enforcing contracts. However, there are still regulatory
challenges frequently noted: for example, the requirement to engage a local agent for
certain government dealings, the evolving Saudization quotas that mandate hiring a
percentage of Saudi nationals (which in some technical fields can be challenging due to
skill gaps), and the layers of approval needed for certain industrial activities

(environmental permits, municipality approvals, etc.).

A notable regulatory and policy factor is the emphasis on local content and localization of
industries. Besides Aramco’s IKTVA, there is also the Local Content and Government
Procurement Authority established in 2018, which works to embed local content
requirements in government contracts beyond just the energy sector. This means that for
many energy projects (especially those with government participation or funding),
bidders are required to present a localization plan or have a certain percentage of local
content to be competitive. Studies (Ahmed, 2021, for instance) have examined how these
localization policies affect foreign companies’ strategies. Ahmed’s research, though
focused on oilfield services, found that initially companies viewed localization as a cost
burden, but those who adapted by forming local joint ventures or investing in local
facilities ultimately improved their market position. This suggests that while regulations

like IKTVA create short-term challenges, in the long term they shape a more resilient

presence for companies that commit, essentially separating serious long-term players

from short-term opportunists.

On the institutional side, state-owned enterprises remain dominant buyers and actors in
the energy sector. Aramco, being partially privatized but still majority state-owned,
dominates oil and gas and has a strong influence in power (through cogeneration, etc.).

SEC dominates the electricity sector, although generation is increasingly opened to IPPs.




These entities often have their own procurement rules and partnership programs (like
Aramco’s vendor qualification systems, IKTVA, and SEC’s requirement for certain
certifications). Engaging with them often requires a thorough understanding of their
procedures and strategic priorities. Some literature (Chen et al., 2019) indicates that
alliances that include a local government-related entity tend to have higher success rates
in the Gulf infrastructure projects. This supports the strategy that partnering with or at

least aligning to the goals of giants like Aramco or SEC can be a critical success factor.

In summary, the Saudi energy market is characterized by growth and change, but also by
institutional continuity in terms of major players. Companies looking to develop business
here must stay abreast of current trends (renewables, digitalization, localization) while
navigating the regulatory environment that balances opening up to investors with
ensuring local economic benefits. The literature suggests that success often comes to
those who are proactive in adapting to these trends for example, companies that localized
early are now preferred partners, and those who embraced renewables have established
themselves in that growing segment whereas companies that tried to apply a “business as

usual” approach often faced setbacks or exclusion from key opportunities.
2.3 Role of the Public Investment Fund (PIF) in Energy Sector Growth

The Public Investment Fund (PIF) of Saudi Arabia has emerged in recent years as one of
the most influential actors in the Kingdom’s economy, and its role in the energy sector’s
growth and diversification is particularly noteworthy. PIF is the sovereign wealth fund
with a mandate not only to invest for financial returns but also to drive strategic
development projects inside Saudi Arabia. According to analyses like those by Oxford
Business Group and others, PIF’s investments are aligned with Vision 2030 objectives

and span a wide range of sectors, including significant portions of the energy value chain.

One way PIF influences the energy sector is through direct investments and joint ventures
in new industries. For example, PIF has heavily invested in renewable energy
manufacturing and development. It partnered with SoftBank in a high-profile (though

later adjusted) solar initiative, signifying commitment to developing local solar

manufacturing capacity. PIF also established (or took large stakes in) companies like

Dussur, which is a joint venture with Saudi Aramco and SABIC aimed at developing
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industrial supply chains (including energy sector components). These moves shape
market opportunities for private companies: when PIF sets up a manufacturing entity or a
big project, it often involves foreign technology providers either as partners or suppliers,
thus creating entry points. For instance, Chen et al. (2019) noted that alliances including
local government-related entities (like PIF-backed companies) had higher success
because they navigated regulatory hurdles better and had stronger stakeholder support. In
practice, if PIF is backing an energy project, foreign firms might find it easier to partner

under that umbrella because it signals government backing and reduces certain risks.

Another role of PIF is in financing and enabling infrastructure. PIF is behind the
development of large infrastructure projects such as NEOM (the futuristic city which will
have smart energy systems), the Red Sea Project (which aims for 100% renewable energy
supply), and others. By funding these giga-projects, PIF indirectly sets technical
requirements and standards, and invites international collaboration. Energy companies
looking to partake in these projects must often align with PIF’s sustainability and

technology goals. Literature from Columbia SIPA Center on Global Energy Policy (2023)

mentions that Saudi Arabia’s energy initiatives, backed by entities like PIF, are not just

domestic moves but have geopolitical signaling (for instance, showcasing leadership in
renewable energy in the region). This means PIF projects often have ambitious scopes

and timelines, requiring world-class expertise.

PIF also plays a role in localizing technology and expertise. Through events like the
annual Future Investment Initiative and through its portfolio companies, PIF often
emphasizes local development. For example, PIF established the Saudi Renewable
Energy Company (SRPC) and others to invest in local capacity. When PIF invests in an
international company (such as electric vehicle manufacturers or grid technology firms),
it frequently comes with an expectation that those companies will establish some
operations or technology development in Saudi Arabia. The literature might not explicitly
cover this (as it’s ongoing), but news analysis indicates that PIF’s strategy is to use its
financial muscle to secure commitments that benefit Saudi Arabia’s human capital and
technology base. For electrical/electronic firms, this can translate to opportunities like

forming a PIF joint venture or supplying to a PIF-funded factory.




The presence of PIF can also affect competitive dynamics. If PIF funds a new local
entrant in a certain segment (say, a new Saudi manufacturing company for electrical
equipment), that company could become a competitor or a partner for foreign firms. It
might benefit from favorable conditions such as capital, land, and initial guaranteed
contracts, thus raising the bar for purely foreign entrants. On the other hand, foreign
companies can seek partnership with PIF to leverage these advantages. For example,
General Electric (GE) in 2021 entered a memorandum with SIDF (Saudi Industrial
Development Fund) and possibly PIF on localizing gas turbine component manufacturing

such partnerships are spurred by the availability of local funding and support.

In summary, PIF’s role as an investor, project developer, and strategic partner
significantly shapes business development possibilities in the Saudi energy sector. The
literature underscores that government-related entities in Saudi Arabia (like PIF) have a
multiplier effect their involvement can lower barriers (regulatory and financial) and
create successful outcomes if companies align with them. Companies planning growth

strategies must consider where PIF is focusing its efforts, as those areas will likely have

the most robust growth and support. This research will particularly look at case examples

of PIF’s influence, such as PIF-driven renewable energy projects and how companies
positioned themselves to engage with those, providing a clearer picture of effective

strategies in dealing with sovereign-driven opportunities.




2.4 Case Studies of Successful Market Entry

Learning from specific case studies of companies can illuminate how theoretical
strategies play out in reality. In this context, we review a few documented cases (from
literature or industry reports) of companies that have successfully entered and grown in
Saudi Arabia’s market or similar markets, particularly in the energy and industrial sectors.

Each case offers insights into strategies, challenges, and outcomes:

Previous Study 1 Energy Sector Diversification Strategies: A recent
comprehensive review by Al-Fattah and Sheikh (2024) examined Saudi Arabia’s
energy diversification efforts over the past decade. While not a single company
case study, this review grouped findings from a range of initiatives. It found that
historically, policy uncertainty and the dominance of the oil sector discouraged
private investments in renewables. However, post-2016, with Vision 2030
providing clear targets and transparent tender programs, private sector
engagement in new energy projects improved markedly. The study noted that
micro-level research was needed on how individual firms navigate the new policy
landscape which is precisely what our research attempts. It suggests that after the
macro conditions were set right (post-2016), the remaining gap is understanding

firm behavior; our case studies focus at that firm strategy level.

Previous Study 2 Role of Local Content Requirements: Aimed (2021)
conducted a qualitative study on the impact of localization policies (like IKTVA)
on foreign companies’ strategies in Saudi’s oil and gas sector. Through interviews
with 20 executives of international oilfield service companies, Ahmed concluded
that companies initially viewed local content requirements as a costly compliance
burden, but over time those that adapted by building local partnerships or

facilities saw improved market positions. For example, some companies set up

training centers and joint ventures to manufacture parts locally; these companies

ended up reducing import costs and gaining favor in contract awards. While
Ahmed’s study was set in the oil & gas context, its insights transfer to the broader
energy sector: joint ventures and supplier development programs were highlighted

as key strategic responses to meet policy demands. This case underscores that
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what might start as forced compliance (localization) can evolve into a competitive
advantage, an idea we will see in our own case analysis (e.g., how a company like
Siemens localized and then could market “Made in KSA” products

competitively).

Previous Study 3 Open Innovation in Saudi Energy Companies: 4A/-Ghamdi
and Bhatti (2022) investigated how open innovation practices affect performance
in large Saudi oil and petrochemical companies. Using a mixed-method approach
(surveys and case analysis), they found a positive correlation between external
collaboration (with universities and international partners) and innovation
performance, measured by number of patents and successful new product
introductions. One example from their study was Saudi Aramco’s collaboration
with international research centers, which accelerated the development of
advanced materials for oil extraction. While this research focused on huge
companies like Aramco and SABIC, it confirmed the importance of open
innovation. It did not address smaller firms or the electrical/electronics segment,
which is where our study adds value. However, it provides evidence that
collaborating beyond firm boundaries (with academic or foreign partners) leads to
tangible innovation gains, a principle likely applicable to companies of all sizes
(for instance, a smaller renewable energy startup partnering with a university to

develop a new inverter technology could similarly benefit).

Previous Study 4 SMEs and Energy Sector Opportunities: Rahman et al.
(2020) looked at how Vision 2030 might create opportunities for small and

medium enterprises (SMEs) in Saudi Arabia’s energy sector. Using a SWOT

analysis approach on secondary data, they concluded that Vision 2030 opens
significant opportunities (such as government funding and incubators for energy
startups, increased demand for solar panel installers, etc.), but that SMEs face
internal weaknesses like lack of technical expertise and external threats such as
competition from well-established foreign firms. Their recommendation was for
capacity-building programs to help SMEs partner with larger companies. This

aligns with our study’s interest in partnerships and knowledge transfer.




Essentially, Rahman et al. highlight that smaller local firms can seize new
opportunities but often not alone they benefit from alliances either among
themselves (clusters) or with bigger players. This is a pattern we might see in our
case studies, where local firms like X succeeded by teaming up with an
international firm Y to deliver a complex project that neither could have done

alone.

Previous Study 5 Strategic Partnerships in the Middle East: Chen et al.
(2019) (as mentioned before) compared strategic alliance outcomes in several
Gulf countries’ infrastructure projects. They found that alliances including a local
government-related entity had higher success rates in project completion and
outcomes. The authors attributed this to better navigation of regulatory hurdles
and stronger stakeholder management when, say, a government or semi-
government partner was involved. For Saudi specifically, this suggests that
partnering with entities like Aramco, SEC, or PIF-linked companies can be
advantageous. Our research incorporates this insight by examining cases where
such partnerships were present for example, Schneider Electric partnering with
Saudi Aramco’s SPARK initiative or ACWA Power working closely with
government bodies and checking if similar benefits (e.g., smoother project

execution, policy support) were realized.

These previous studies and cases collectively paint a picture that informs our research.
They show the trend that companies which align with local programs (local content),

build partnerships, and engage in innovation collaborations tend to find success in Saudi

Arabia’s evolving energy sector. However, none of the existing literature pieces

combined all three focal points of our research (entry, partnership, innovation) in an
applied manner for the electrical/electronics segment. This is the research gap our study

aims to fill.

By reviewing these studies, we identify a gap: while various pieces of literature address
aspects of Saudi Arabia’s energy sector transformation (policy, economics, specific
corporate initiatives), there is no comprehensive applied study that integrates market

entry strategy, partnership strategy, and innovation strategy for the specific context of
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electrical and electronics companies in the Saudi energy sector. Prior studies have either
been broad (policy-level or focused on very large companies) or narrow (focusing on one
aspect such as localization or one type of firm). None have combined all three focal
points in a single analysis with recent case data. This study fills that gap by bringing
these elements together and providing a holistic analysis backed by current real-world

examples (from roughly 2018-2025).

Furthermore, previous research has often been retrospective, looking at what has
happened up to a certain point, whereas the fast-paced changes under Vision 2030 mean
that new developments (even year by year) can shift the landscape. There is a need for
up-to-date analysis incorporating developments as recent as 2023-2025 (such as the latest
IKTVA forum outcomes, new renewable project awards, etc.). Our study, by including
data and cases from 2024 and 2025, ensures that the findings are relevant to the current
moment and near-future decisions. This timeliness is another aspect distinguishing it

from prior literature.

In conclusion, the literature review establishes a foundation of existing knowledge while
clearly indicating that the intersection of business development strategies with Saudi
Arabia’s current energy sector evolution remains under-researched. The subsequent

chapters theoretical framework, methodology, and analysis are designed to address this

precise gap and contribute original insights that we hope will benefit both academic

understanding and business practice.




2.5 Strategic Partnerships and Business Scaling

Strategic partnerships, alliances, and joint ventures are a major theme in both strategic
management literature and international business practice. The general consensus in
literature is that partnerships can create value by combining complementary resources of
partner firms, enabling access to new markets or technologies, and sharing risks.
However, partnerships also come with challenges such as management complexity and
potential conflicts of interest. In the context of scaling a business in a foreign market like

Saudi Arabia, partnerships often serve as a critical tool.

Alliance theory suggests that firms enter partnerships for a variety of strategic motives: to
learn (learning alliances), to share cost and risk (especially in R&D or large projects), to
speed up market entry, or to comply with host country requirements (Mockler, 1999; Hitt
et al., 2000). In emerging markets, one of the key motives is to gain local legitimacy and
knowledge. By partnering with a reputable local firm, a foreign entrant can signal to
customers and regulators that it is committed and trustworthy. It also gains insider
perspectives on how business is done locally, which can be difficult to acquire otherwise.
From the local firm’s perspective, partnering with an international company can provide

access to advanced technology, managerial know-how, and sometimes capital all of

which can improve the local firm’s own competitive position.

In Saudi Arabia, as earlier sections noted, partnering is often not just an option but
somewhat expected. The government has openly encouraged joint ventures in sectors like
energy as a way to ensure knowledge transfer and capacity building. Literature on
alliances in the Middle East (e.g., Ali & Alshawi, 2004) has noted that relationships (and
trust) are extremely important in the business culture, and forming a formal partnership is

one way to cement a relationship.

One important framework in partnership literature is the idea of partner complementarity,
commitment, and compatibility (often called the “3C framework™). To succeed, partners
should bring complementary strengths, both need to be committed to the alliance’s goals,
and they should have compatible cultures and ways of operating (Geringer, 1991).
Applying this to cases in Saudi energy: for example, a Saudi engineering firm might

bring local relationships and staff, while an international firm brings technical expertise
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in solar power these are complementary. Both must be committed (if the foreign firm
treats the JV as secondary, it will fail), and they need to align working styles (perhaps the
Saudi firm is more informal, the foreign firm process-driven they need to find a middle

ground).

Empirical studies have shown mixed success for joint ventures globally many fail or
underperform but those that succeed often do so by evolving over time (Harrigan, 1988).
In the Saudi context, it’s observed that some partnerships are transitional: a foreign
company might start with a joint venture and later, once fully established, buy out the
partner or start its own subsidiary. An example is Schneider Electric’s trajectory (from
distributors to JV to full local entity) which we discuss in our results. This reflects a
pattern where partnerships are a stepping stone to scaling up independent operations,

once the foreign firm is comfortable with the market.

Another facet in alliances is resource and capability building. If we view the partnership
as a way to build internal capabilities (per the resource-based view), then foreign firms
engaging in local partnerships might aim to internalize some local knowledge, and local
firms aim to internalize some of the foreign partner’s technology or managerial skills.
Hamel (1991) famously warned that alliances can be a race to learn partners might enter
cooperative agreements but each is trying to learn as much as possible to eventually be
able to stand alone. In Saudi energy JVs, local firms might learn to manufacture a certain
component and later become a competitor; foreign firms might learn the market and later
operate without the local partner. This dynamic underlines why alignment of long-term

interests is important. The Saudi government, to counteract the negative side of this, often

uses contractual clauses to ensure long-term cooperation (for instance, a JV contract

might stipulate a minimum duration or conditions for technology transfer).

The literature on network effects suggests that strategic partnerships can also enhance a
firm’s network position by partnering with a key local player, a foreign entrant effectively
taps into that player’s entire business network (customers, suppliers, regulators). In
Saudi, where business networks can be tight-knit and often revolve around extended

business families or conglomerates, having the right partner (for example, a JV with a




subsidiary of a large family-owned conglomerate) can give immediate access to a wide

range of projects or contacts that would take years for an outsider to build.

In summary, strategic partnerships are often a cornerstone of scaling a business in the
Saudi energy sector because they help companies overcome initial barriers, expand
resources, and increase acceptance. The literature provides frameworks (like partner
selection criteria, alliance management best practices, etc.) that will inform our analysis
of partnership cases in this study. We will be examining not just whether partnerships
were used, but sow they were structured and managed, and what outcomes they led to, in
order to derive lessons on best practices (e.g., the importance of clear JV agreements,
investing in the partnership, effective communication channels, etc.). This will tie back to
answering our research questions about partnerships’ contribution to success and how to

maximize their benefits.

2.6 Innovation and Open Innovation in the Energy Sector

Innovation is a key driver of competitive advantage, especially in a sector like energy that
is experiencing technological disruption (e.g., renewables, smart grids, energy storage).
The literature on innovation distinguishes between closed innovation (developing
everything in-house) and open innovation (collaborating with external partners to
innovate). Chesbrough (2003) introduced open innovation theory, which argues that

companies can and should use external ideas as well as internal ideas, and find internal

paths for unused ideas, to advance their technology.

In the context of energy companies, embracing open innovation might involve
collaborating with universities for R&D, participating in industry consortia, setting up
corporate venture capital to invest in startups, or forming innovation-focused partnerships
(like joint research projects). The Repsol (2024) source in our references, for instance,
likely describes what open innovation is and its advantages, highlighting aspects such as

sharing risk and accelerating development.

For Saudi Arabia’s energy sector, innovation has a dual importance: it’s needed for

companies to differentiate themselves in a competitive market, and it’s strongly
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encouraged by the government’s strategic plans (Vision 2030 emphasizes building a
knowledge economy). There are emerging innovation hubs in KSA, such as the Dhahran
Techno Valley (near KFUPM) focusing on energy, and incubators/accelerators under
initiatives like “Saudi Aramco Entrepreneurship Center (Wa’ed)”, and more recently the
establishment of RDIA (Research, Development and Innovation Authority). These

provide platforms for companies to engage in open innovation locally.

From literature on corporate innovation, one challenge for companies entering an
overseas market is how to tap into local innovation ecosystems. Porter s cluster theory
suggests that being physically present where key innovation players are (like universities,
specialized suppliers) can enhance a company’s own innovation. In Saudi Arabia,
companies like Siemens and GE have established research or training centers to plug into

local talent and research. Aramco has various R&D collaborations like with KAUST

(King Abdullah University of Science and Technology) e.g., a $100 million research

center was launched jointly. While that’s Aramco (a local giant) and not a foreign entrant,
foreign companies have been involved too (Baker Hughes has a research center in
Dhahran Techno Valley, etc.). The lesson is that co-locating and collaborating can be

beneficial.

Another relevant concept is frugal innovation or adapting innovation to local context.
Emerging markets often require cost-effective and robust solutions. Companies
innovating in Saudi might need to tailor global products to local needs e.g., power
electronics that can withstand extreme heat and sand, or solar panels designed for desert

conditions. Collaborating with local institutions can provide insights into these needs.

Innovation management literature also points out that companies need to manage the
balance between exploring new innovations and exploiting existing capabilities (March,
1991). A company heavily focused on exploitation might under-invest in innovation and
get left behind, whereas one doing only exploration might not commercialize anything. In
our context, companies that did well in Saudi’s changing energy sector appear to strike a
balance: they bring in existing proven products (exploit their strengths) but also invest in
new solutions for the Saudi market (exploration, often via partnerships or local R&D).

For example, ACWA Power, though a project developer, set up an R&D venture with
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KACST to work on desalination and solar efficiency an exploratory move to innovate in

areas critical for their projects, which can then be exploited in future bids.

Open innovation also ties into SMEs and startups: large corporations sometimes innovate
by partnering with or acquiring startups. Saudi Arabia is trying to promote startups in
solar tech, battery tech, etc. If a foreign firm partners with a local startup (or mentors it
through an accelerator), it could gain early access to an innovation while helping the
startup scale. Given that Vision 2030 encourages entrepreneurship, such collaborations

are increasingly likely and have government support.

In sum, the literature and current industry understanding suggest that innovation is both a
necessity and an opportunity in the Saudi energy sector. Companies that collaborate and
adapt tend to succeed. Our study will particularly look at how the concept of open
innovation manifested in the companies we examine did they engage external partners for
innovation? Did they localize any R&D? Did they implement new technologies or
processes as a result of collaboration? We expect to see that firms with a proactive

innovation approach (like those that worked with universities or adopted new tech in

partnership with others) have an edge in sustaining growth and meeting the evolving

demands (like renewable integration, digitalization, etc.) of the sector.




2.7 Analytical Frameworks: SWOT, PESTLE, and Porter’s Five Forces

Analytical tools like SWOT, PESTLE, and Porter’s Five Forces are widely used in

strategic planning and provide a structured way to assess a company’s situation and its
business environment. Although these are more tools than literature per se, there is meta-
literature on their application and value. This study employs these frameworks to

structure the analysis of findings, so it’s important to outline them:

SWOT Analysis (Strengths, Weaknesses, Opportunities, Threats): SWOT is a
simple yet powerful tool for summarizing internal and external factors. Strengths
and weaknesses are internal to the company (or in our case, common internal
attributes of companies in the sector), while opportunities and threats are external
elements of the environment. For an electrical/electronics company operating or
entering Saudi’s energy sector, some typical elements might be: Strengths
proprietary technology, strong brand, financial backing, or a skilled workforce;
Weaknesses limited local presence, higher costs, or lack of market experience;
Opportunities large-scale government projects, demand for new energy
solutions, supportive policies; Threats strong competition, regulatory changes, or
economic volatility. The value of SWOT is in matching strengths to opportunities
and converting weaknesses while mitigating threats (Weihrich, 1982). For
example, a firm might decide to leverage its strength in innovation to seize the
opportunity of Saudi’s push for smart grid upgrades, while addressing the
weakness of having no local team by hiring and training local engineers to
mitigate the threat of not meeting localization requirements. Our literature review
doesn’t provide a specific new theory on SWOT it’s a well-established approach
but we will use it to summarize insights from the data. Indeed, Rahman et al.
(2020) used a SWOT approach to discuss SME prospects (as mentioned above),

showing its usefulness in this context.

PESTLE Analysis (Political, Economic, Social, Technological, Legal,
Environmental factors): PESTLE offers a checklist for examining the macro-
environment of a business. We already discussed many of these factors in section

2.2. To recap in PESTLE terms for Saudi energy: Political factors include
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government stability and support (Saudi government is stable and strongly
supporting energy diversification), geopolitical relationships (which can influence
partnerships, e.g., Saudi’s growing ties with China might mean more Chinese
competitors or opportunities). Economic factors involve oil price fluctuations,
state spending levels, and economic growth (Saudi’s economy is big and
government spending is robust, but dependent on oil revenues which can
introduce cyclical risk). Social factors include demographic trends (young
population with growing electricity demand, public support for renewable energy
as part of a cleaner future, societal push for more employment of nationals, etc.).
Technological factors cover the rate of tech adoption in KSA (high in mega-
projects like NEOM, interest in cutting-edge tech, but also the need to integrate
with legacy systems). Legal factors involve the regulatory changes in investment,
labor law (Saudization rules), local content laws, and contract enforcement
(improving but with local specifics). Environmental factors are increasingly
significant e.g., extreme heat environment affecting tech choices, Saudi’s climate
commitments pushing renewables, and need for environmental standards
compliance. By analyzing these, companies can contextualize why certain
strategies (like partnership or localization) are needed for instance, the Political
support for localization and the Legal requirement (IKTVA) drive partnership
strategies; the Technological trend towards digitalization pushes companies to
innovate, etc. This study will create a PESTLE summary to ensure our analysis

covers all external angles.

Porter’s Five Forces (Industry Competitiveness): Porter’s model (Porter, 1980)
examines the five forces that shape industry competition: threat of new entrants,
bargaining power of suppliers, bargaining power of buyers, threat of substitutes,
and rivalry among existing firms. For the Saudi energy sector (specifically for
providers of energy technology/services), we can conceptualize it as follows:

Threat of New Entrants moderate to high because the market is attractive (big

projects) but new entrants face barriers like need for local partner, capital

requirement, and established incumbents’ relationships. However, government

policies somewhat lower barriers for desired entrants (like offering incentives to
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attract them). Supplier Power if we consider suppliers to, say, an equipment
manufacturer: component suppliers are many (global supply), so not very strong,
but specialized local subcontractors or skilled labor might have some power due
to scarcity. Buyer Power very high, since buyers are often huge entities like
Aramco, SEC, etc., who can dictate terms and demand localization and low
prices. There are few buyers that make big purchases, giving them leverage.
Substitute Threat in energy, substitutes can mean alternate solutions (e.g.,
instead of building new power plants, invest in energy efficiency or let users self-
generate with solar). As the sector transitions, there is a threat to traditional
technologies from new ones (e.g., solar + storage substituting gas peaker plants).
For an equipment supplier, a substitute might be the client deciding not to buy
new equipment at all and refurbish old ones (a “do nothing” substitute). In Saudi’s
push for low-carbon tech, companies tied to old tech face substitution threat if
they don’t pivot. Rivalry extremely high among existing competitors, as multiple
global and local players vie for large contracts, often engaging in price wars and
aggressive localization to win deals. Rivalry is exacerbated by the fact that when
one segment (oil) slows, those firms jump into another (renewables), increasing
competition there too. Also, many partnerships can blur rivalry sometimes
competitors one day become partners on a project the next (coopetition), which is
common in large projects where consortia are formed. Summarily, Porter’s forces
in our context explain why firms must be strategic: e.g., high buyer power means
firms need either unique tech (to reduce buyer power) or they must accept low
margins; high rivalry means they should differentiate or form alliances to avoid
cut-throat competition; threat of entrants and substitutes means continuous
innovation is needed to stay ahead. We will explicitly analyze these forces to

support our conclusions about strategy needs.

In literature, these tools are sometimes critiqued (for instance, SWOT can be too static or

subjective; Five Forces may not account for collaboration in ecosystems). But they

remain popular for structuring analysis. In our application, we use them not as rigid

scientific outputs but as sense-making frameworks. By using SWOT and PESTLE in

Chapter 5, we ensure we haven’t missed any key point when synthesizing our findings.
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By using Five Forces, we can articulate how the competitive environment in Saudi drives
certain strategic imperatives (like why partnership is almost necessary partially because
of high buyer power and entry barriers “partnership is the price of entry” as we

conclude).

In summary, SWOT, PESTLE, and Five Forces are valuable lenses through which the
existing literature and industry reports have analyzed markets, and they provide a
foundation for the strategic analysis conducted in this study. Proper application of these
tools, supported by evidence from our case studies and data, ensures that the study’s
findings and recommendations are grounded in a comprehensive understanding of both

internal company dynamics and external market forces.

2.8 Review of Previous Studies and Research Gap

A review of previous academic and industry studies reveals that while there is literature
on Saudi Arabia’s economic diversification and some aspects of its energy sector, few

studies have specifically focused on business development strategies for electrical and

electronics companies within the Saudi energy sector. This section highlights some

relevant studies and situates the current research in relation to them, thereby identifying

the research gap that this thesis addresses.

Previous Study 1 Energy Sector Diversification Strategies: A/-Fattah and
Sheikh (2024) provided a broad review of Saudi Arabia’s energy diversification
initiatives over the last decade. They examined literature across areas like
renewable energy policy, private sector participation, and the economic impacts of
the energy transition. They found that historically, factors such as policy
uncertainty and the entrenched dominance of the oil sector discouraged private
investment in renewables. However, after 2016, with Vision 2030 setting clear
targets and transparent tender programs (like those under the Renewable Energy
Project Development Office, REPDO), private sector engagement improved
significantly. While this review covered macro-level policy and outcomes, it

noted the need for more micro-level research on how individual firms actually
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navigate the new policy landscape. The current research picks up on that call by
looking at firm-level strategies “on the ground” essentially diving into the
practical business approaches that companies are using, which Al-Fattah and

Sheikh acknowledged as an area they did not detail.

Previous Study 2 Role of Local Content Requirements: Ahmed (2021) studied
the impact of localization policies (like IKTVA) on foreign companies’ strategies
in Saudi’s oil & gas sector. Through interviews with executives in international
oilfield services companies, Ahmed’s research concluded that companies initially
saw local content requirements as a burden or extra cost. But those who adapted
by forming local partnerships or establishing local facilities ended up improving
their market standing. For instance, companies that invested in local
manufacturing or training centers not only complied with IKTVA but also reaped
benefits like reduced import costs and better relationships with clients and
regulators. Ahmed’s study focused on established oilfield service firms and did
not cover newer sectors like renewables or firms specifically in electrical

equipment. It highlighted strategic responses (JVs, supplier development

programs) as keys to meeting policy demands. Our study extends this insight to

electrical/electronics firms and the renewables sector, examining whether similar
patterns hold (we anticipate they do e.g., foreign electrical equipment suppliers

setting up joint ventures to meet IKTVA and winning more contracts as a result).

Previous Study 3 Open Innovation in Saudi Energy Companies: A/-Ghamdi
and Bhatti (2022) investigated how open innovation practices influence
performance in large Saudi oil/petrochemical companies. Using a combination of
surveys and case studies, they found a positive correlation between external
collaboration (with universities, international partners, etc.) and innovation
performance (measured by patents and successful new products). One case
highlighted was Saudi Aramco’s collaborations with international research
centers, which helped accelerate certain technology developments. While this
study confirmed the importance of open innovation, it centered on very large

enterprises (Aramco, SABIC) and their internal R&D metrics. It didn’t address




smaller firms or companies in the electrical/electronics sub-sector. Qur research
builds on the notion that open innovation is beneficial, but applies it to a different
set of companies (including mid-sized tech firms) and looks at broader business
growth outcomes, not just R&D outputs. We consider, for example, how
collaborating with a local university or startup might help a company enter the
market with a more tailored product, which is a more immediate business

outcome than patents.

Previous Study 4 SMEs and Energy Sector Opportunities: Rahman et al.
(2020) examined how Vision 2030 might create opportunities for SMEs in the
energy sector. Using a SWOT-based analysis, they concluded that Vision 2030
presents significant opportunities such as government funding for startups,

incubators for energy tech, and increased demand in new areas (solar installation,

energy efficiency services). However, they also pointed out weaknesses like

SMEs’ lack of scale and technical expertise, and threats like competition from
established foreign firms. They recommended more support to help SMEs partner
with larger companies as a way to overcome their limitations. This aligns with our
focus on partnerships and capacity building. Rahman et al.’s work was more of a
general strategic assessment and did not provide primary data from companies; it
was more forward-looking and speculative. The present research adds primary
data and case evidence to validate and enrich some of those strategic assessments
for example, we provide on-the-ground examples of SMEs forming partnerships
with big companies and how that played out, thereby giving concrete evidence to

support or refine Rahman et al.’s recommendations.

Previous Study 5 Strategic Partnerships in the Middle East: Chen et al.
(2019) (from International Business Journal) compared strategic alliance
outcomes in Gulf countries’ infrastructure projects. They found that alliances
which included a local government-related entity (like a state-owned enterprise or
sovereign fund) had higher success rates in project completion. The authors
attributed this to such alliances being better at navigating regulations and

managing stakeholders. This finding supports the idea that in Saudi, partnering




with entities like Aramco or SEC (or newer ones like PIF-owned companies) can
be advantageous. Our study incorporates this insight by examining cases where
such partnerships were present (e.g., Schneider Electric with Aramco’s SPARK,
or ACWA Power with government support) and checking if similar benefits were
observed. We use these examples to demonstrate whether having a heavyweight
local partner correlates with better outcomes, thereby reinforcing or nuancing

Chen et al.’s conclusion in the specific Saudi context.

After reviewing the above and other minor studies, we can articulate the research gap as

follows:

While various pieces of literature address aspects of Saudi Arabia’s energy sector
transformation (be it policy shifts, economic changes, or specific corporate initiatives),
there is no comprehensive applied study that integrates market entry strategy, partnership
strategy, and innovation strategy for the specific context of electrical and electronics
companies in the Saudi energy sector. Previous studies have either been broad (macro-
level or focused on large incumbents) or narrow (focusing on one aspect such as
localization or one type of company). None have combined all three focal points market
entry, partnerships, and innovation in an applied manner examining recent real-world
cases and data. This study fills that gap by bringing these elements together and
providing a holistic analysis backed by current examples (from roughly 2018-2025).

Furthermore, previous research has often been retrospective, looking at what has
happened up to now. Given the rapid changes under Vision 2030, there is a need for up-
to-date analysis that incorporates developments as recent as 2023—-2025 (such as the
outcomes of the latest IKTVA forum, new renewable project bids, emerging partnerships,
etc.). Our study, by including data and cases from 2024 and 2025 (for example, PIF’s

2024 investments or partnerships signed in 2025), ensures that the findings are relevant to

the current moment and decision environment. This timeliness is another aspect that

distinguishes it from prior literature we capture the state of play as of mid-2025, in the

thick of Vision 2030’s implementation.

In conclusion, the literature review establishes a foundation of existing knowledge while

clearly indicating that the space where business development strategies intersect with
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Saudi Arabia’s evolving energy sector remains under-explored. There is a convergence of
factors entry, partnerships, innovation that needs to be studied together in the specific

national context. The ensuing sections of this thesis theoretical framework, methodology,

and then analysis are designed to address this precise gap. By doing so, this research aims

to contribute original insights that are academically valuable and practically useful for

companies strategizing for growth in the Saudi energy sector.




Chapter 3: Theoretical Framework

Building on the literature review, this study adopts a theoretical framework that integrates
elements of international business strategy theories, strategic partnership (alliance)
theory, and open innovation theory, all within the context of an evolving energy sector.

The framework serves as a lens to interpret the findings and as a guide for the research

design. It recognizes that successful business development and growth in the Saudi

energy sector will likely be explained by a combination of external environment factors
and internal firm capabilities/decisions. The main components of the theoretical

framework are:

e Dunning’s OLI Paradigm (Eclectic Theory) to understand entry mode
decisions. The OLI paradigm posits that a firm’s decision to internationalize (and
how to do so) depends on Ownership advantages (firm-specific assets like
technology or brand), Location advantages (country-specific factors like market
potential, resources, or incentives), and Internalization advantages (benefits of
using hierarchies vs. markets for transactions). In the context of this study, OLI
helps explain why a firm might choose a joint venture vs. wholly-owned entry.
For example, a strong Ownership advantage (unique tech) might encourage
internalization, but strong Location pressures (like IKTVA) might favor a JV. We
use OLI as a backdrop theory for entry strategy analysis.

Resource-Based View (RBV) and Dynamic Capabilities to examine how firms
leverage and adapt their resources for growth. RBV suggests that firms gain
competitive advantage from unique, valuable, inimitable resources. In our
framework, a foreign firm’s technology or a local firm’s relationships can be seen
as key resources. Dynamic capabilities (Teece, 1997) emphasize a firm’s ability to
integrate, build, and reconfigure internal and external competencies to respond to
rapidly changing environments which is very relevant in Saudi’s transforming
energy sector. This theoretical angle helps us understand how companies adapt
(e.g., by investing in local talent development or by reconfiguring their

partnership portfolio) to sustain growth.




Institutional Theory to account for the influence of formal and informal
institutions (rules, norms, and culture) on strategic choices. Scott’s institutional
theory tells us that organizations not only seek efficiency but also legitimacy by
conforming to institutional pressures. In Saudi Arabia, there are strong
institutional pressures (regulatory, cultural) to localize and to align with national
goals. We incorporate institutional theory to explain why strategies like
localization and partnership with local entities are not just economically driven

but also responses to normative and coercive pressures in the environment.

Strategic Alliance Theory to frame how partnerships are formed and managed.
We consider theories like transaction cost economics (which might view alliances
as ways to economize on transaction costs when markets are imperfect) and the
relational view (Dyer & Singh, 1998) which argues that critical resources may
span firm boundaries and inter-firm linkages can be sources of supernormal profit.
Our framework assumes that alliances in the energy sector can create relational
rents (e.g., a JV that develops a capability neither partner could alone). It also uses
concepts of alliance success factors, such as strategic fit and alliance governance,

to analyze our cases.

Open Innovation Theory to interpret the role of innovation networks and
external collaboration. Chesbrough’s concept of open innovation, as mentioned,
encourages firms to use external ideas and paths. Our theoretical framework
includes the idea that companies will perform better if they utilize the rich

external knowledge available (e.g., through partnering with tech startups or

research institutes in Saudi). It also implies that a firm’s boundary is porous

innovations can flow in and out which is a mindset some companies adopt (like

Aramco’s initiatives) and others might need to adopt to succeed.

Porter’s Five Forces & Cluster Theory (Contextual) while Five Forces is more
of an analysis tool, at the theoretical level it reminds us that industry structure
affects strategy. High buyer power and rivalry (as we have) push firms towards
strategies like differentiation or cost leadership or consolidation. Porter’s cluster

theory (related to competitive advantage of nations) posits that being part of a
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strong industry cluster (with suppliers, skilled labor, etc.) enhances
competitiveness. Saudi is trying to create such clusters (e.g., SPARK for energy
industries). We incorporate the notion that firms embedded in these emerging

clusters (via local presence) may have an advantage.

Combining these elements, the theoretical framework for this study is depicted
conceptually as follows: Firms enter and grow in the Saudi energy sector by leveraging
their unique resources (RBV) and developing dynamic capabilities to adapt. Their choice
of entry mode and structure is influenced by OLI considerations and institutional
pressures. Strategic partnerships serve as a mechanism to access complementary
resources and local legitimacy (alliance theory and institutional theory intersect here).
Open innovation practices overlay this by ensuring that firms are not isolated those that
build or join innovation networks will enhance their dynamic capability to innovate and
meet market needs. Throughout, the external environment (captured by Porter’s forces
and institutional factors) creates both opportunities (incentives, growing market) and

constraints (competition, regulations) that the firm must navigate through strategy.

In practical terms, when we analyze a company in our case studies, we will ask: What

Ownership advantages did it bring and how did it exploit them? What Location factors in
KSA shaped its strategy? Did it internalize operations or collaborate (and why)? How did
it build partnerships and were those partnerships about resource complementation? Did
the company engage in open innovation or knowledge sharing to bolster its capabilities?
And did it manage to achieve a fit with the institutional expectations of Saudi Arabia

(gaining legitimacy by aligning with Vision 2030 goals like localization)?

By using this integrated theoretical framework, we ensure that our analysis in later
chapters isn’t just a random collection of observations, but rather is anchored in
established theory and can contribute back to those theories. For example, if we find that
certain partnerships are absolutely essential, that reinforces alliance theory under
conditions of high institutional pressure. If we find that companies with open innovation
outperformed, that gives credence to Chesbrough’s model in an emerging market context.

Our conclusions will reflect on these theoretical implications.




To summarize, the theoretical framework guiding this research is a multi-theory
integration that views market entry and growth as a function of firm capabilities and

resources (RBV), shaped by external environment and institutions, executed through

entry mode choices (OLI) and partnerships (alliance theory), and enhanced by innovation

networks (open innovation theory). This framework will be illustrated in our analysis as

we map the findings onto these theoretical constructs.




Chapter 4: Research Methodology

This chapter describes the research design and methods used to address the research
questions. It outlines the overall approach, the data sources, how data were collected and

analyzed, the population and sample of the study, and considerations for validity and

reliability. The methodology is structured to ensure that the research questions can be

answered rigorously and that the findings are credible and relevant.




4.1 Research Design and Approach

The study employs an applied research design with a mixed-methods approach,
combining qualitative and descriptive quantitative analysis. The nature of the research
questions focusing on strategies, partnerships, and innovation is such that a purely
quantitative approach would not capture the nuance, and a purely qualitative approach
might lack generalizability. Therefore, mixed methods are used to leverage the strengths

of both.

Qualitative Component: The core of the study is qualitative, involving case
studies of select companies/projects and semi-structured interviews with industry
experts. A multiple case study design was adopted, examining several companies’
experiences in entering and growing in the Saudi energy sector. This approach
allows for in-depth insights into complex phenomena like partnership formation
and innovation processes in context. The case studies provide rich narrative data
that illustrate how and why certain strategies were chosen and how they played

out.

Quantitative/Descriptive Component: The study also incorporates descriptive
quantitative data, such as industry statistics (e.g., number of joint ventures formed
in the sector per year, localization index scores, market share figures if available)
and survey results from interviews (where respondents might have rated certain

challenges or success factors). These numeric data points are used to complement

the qualitative findings for example, to show trends or reinforce a point (like

“70% of the interviewed firms reported partnerships with local companies as

crucial”).

Time Frame: The research is cross-sectional in terms of data collection (most
data gathered in 2024-2025), but it includes retrospective elements (asking about
experiences since ~2018 when many changes accelerated). Thus, it has a
longitudinal aspect in analyzing how things evolved over the past few years,

though it is not a long-term longitudinal study per se.




Analytical Framework Alignment: As described in Chapter 3, frameworks such
as SWOT, PESTLE, and Five Forces are used to analyze the data. This means that
after gathering data, the analysis is structured around these frameworks for
instance, categorizing evidence into internal vs. external factors (for SWOT), or
according to the five forces categories, etc. This provides a systematic way to go

from raw data to findings related to our theoretical constructs.

The research approach is exploratory and explanatory. Exploratory, because it delves into
relatively under-researched areas (like the specifics of how open innovation is being done
by mid-sized firms in Saudi energy). Explanatory, because it doesn’t just describe cases
but seeks to explain mechanisms for example, explaining how a strategic partnership led

to success, or why a certain entry strategy failed.

This design was chosen to ground the study in real-world evidence while also connecting
to theory. Given that the context (Saudi energy sector) is dynamic and complex, the
flexibility of a mixed-methods approach allows the researcher to adjust and probe deeper

as findings emerge (which is harder in a rigid quantitative design).

4.2 Population and Sample of the Study

One critical aspect, as noted in feedback, is to clearly identify the population and sample

of the study.

Population: The broad population of interest includes all companies and
stakeholders involved in business development and growth initiatives within
Saudi Arabia’s energy sector, particularly focusing on electrical and electronics
companies. This would broadly cover managers of relevant companies (both
Saudi and international), policymakers or officials in programs like IKTVA or
REPDO, and experts/academics who study the sector. However, this population is
very large and diverse, spanning multinational corporations, local medium-sized

enterprises, government entities, and consultants.




Sampling Approach: Given practical constraints, this research focuses on a

purposive sample of key informants and case examples, chosen for their relevance

to the research questions. The sampling is non-random and intentionally selected

to include a variety of perspectives and examples that illuminate the phenomena

under study.

o

Company Case Sample: Four companies/projects were selected as core
case studies: (1) Schneider Electric Saudi Arabia an example of an
international electrical/electronics firm that has localized in KSA over
time; (2) ACWA Power a Saudi energy company that heavily utilizes
partnerships and innovation in its growth (though not an electronics firm,
its role in renewables involves many partnerships with tech providers,
making it a relevant case for strategic partnerships and innovation); (3) A
foreign Original Equipment Manufacturer (OEM) like General Electric or
Siemens Energy’s joint venture activities representing international
entrants with partnership strategy (for instance, GE’s JV for manufacturing

in Dammam); and (4) a smaller niche company or project illustrating an

innovation-driven entry (e.g., a solar startup partnering with a larger firm

or a pilot project in energy storage). These cases were chosen to represent
a mix of foreign vs. local, large vs. mid-sized, and different sub-sectors
(power equipment, renewable project development, digital energy
solutions, etc.). Each provides a unique angle: Schneider for localization
strategy, ACWA for local-global partnership strategy, GE/Siemens JV for
foreign partnership strategy, and the niche startup for innovation entry

strategy.

Expert Informant Sample: Approximately 10—15 individuals were
targeted for interviews or detailed surveys. These included: business
development managers or executives from the case companies (where
accessible), a few government officials or consultants familiar with Saudi
market entry (e.g., a consultant from an international advisory firm like

Ernst & Young who has worked on market entry, or an official from an




investment promotion agency), and academic experts from institutions like
KFUPM or KAUST who often engage with industry. The aim was to
cover perspectives from both the corporate side and the institutional side.
For instance, one interviewee was a project manager at Saudi Electricity
Company (giving the buyer perspective on what they look for in
partners/vendors), and another was a country director of a foreign energy

tech firm (giving the seller perspective on entering the market).

This purposive sampling is appropriate for a qualitative-heavy research where depth is
more important than breadth. We are not trying to statistically represent all firms in the
sector; rather, we want to glean insights from those with rich experience or knowledge
relevant to our research questions. By including different types of organizations, we
increase the robustness of our findings through triangulation e.g., a theme that emerges
both from a foreign entrant’s perspective and a local policymaker’s perspective has added

credibility.

In terms of geographical scope, the focus is on Saudi Arabia, primarily key regions like
the Eastern Province (the oil, gas, and power industry hub), Riyadh (where many
corporate HQs and government offices are), and to some extent the Western Region
(where some renewable projects like Red Sea solar are located). However, we consider
any foreign operations of these companies as needed (for example, if discussing how a

multinational’s HQ strategy affects its Saudi operations).

Temporally, the study looks at developments over roughly the last 5-7 years (2018—

2025), aligning with the period in which Vision 2030 reforms accelerated and many

notable partnerships and projects took place. This timeframe allows capturing pre-Vision

2030 baselines and post-implementation changes.




4.3 Data Collection Methods

Multiple sources of data were collected to ensure a comprehensive view and to allow for

triangulation of findings. The main data collection methods were:

e Secondary Data (Document Analysis): A significant portion of data came from

reviewing existing documents, reports, and articles. This includes:

o

Company reports and press releases for example, announcements about
new facilities or partnerships (like Schneider Electric’s press release about

building a manufacturing facility at SPARK).

Industry reports and news articles sources such as CEO Today
Magazine, Oxford Business Group reports, Technical Review Middle East,
trade publications, and others (some of which have been cited in the
literature review and reference list). These often provided factual details
like investment figures, the number of agreements signed at forums, or

commentary from industry leaders.

Policy documents including Saudi Vision 2030 document (2016), IKTVA
program guidelines, National Industrial Strategy documents, etc. These

provided context on government expectations and objectives.

Prior research papers and theses as reviewed in Chapter 2, some
relevant academic works provided background and in some cases data
points (like survey results from Ahmed 2021 or findings from Al-Ghamdi
& Bhatti 2022).

These documents provided factual information (e.g., the value of investments, number of

local suppliers developed, dates of major events) as well as context and quotes that help

interpret the qualitative findings.




4.4 Data Analysis Procedures

The data analysis went through several stages, corresponding to qualitative data analysis

best practices and incorporating some quantitative summarization where applicable:

Transcription and Data Preparation: All interview recordings were transcribed
verbatim, and notes from document analysis were collated. The data from
different sources (documents, interview transcripts, open-ended survey answers)
were put into a qualitative data analysis software (NVivo was used for ease of
coding and retrieval, though manual methods could also suffice given the
moderate volume of data). Numeric data, such as figures from reports or simple
counts (like number of JV announcements per year gleaned from news), were

entered into a spreadsheet to allow basic descriptive analysis.

Coding: An initial codebook was developed based on the research questions and
theoretical framework. Top-level codes included, for example, “Market Entry
Strategy”, “Partnerships”, “Innovation Practices”, “Challenges”, “Success
Factors”, “External Factors”, etc. These were further subdivided; for instance,
under “External Factors” there were sub-codes like “Regulatory”, “Economic”,
“Competitive”, aligning with PESTLE/Forces categories. Another example: under
“Partnerships”, sub-codes like “Motivations for partnership”, “Partner selection

criteria”, “Partnership outcomes” were used. During coding, the researcher

remained open to emergent codes for instance, if multiple interviewees mentioned

a theme that wasn’t initially anticipated (like “the importance of informal

networks™), a new code was created for that.

Within-Case Analysis: For each case study company, a case profile was written
summarizing its background, the strategies it used, and outcomes. The data
specific to each case (from documents or interviews about that company) were
analyzed to construct a narrative of that case. For example, for Schneider Electric,
data about its timeline of market entry (distribution — JV — factory) were
assembled, along with quotes from a Schneider manager and data from news
about its SPARK investment. This within-case analysis helps preserve the

uniqueness and context of each case.
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Cross-Case Thematic Analysis: After understanding each case on its own, cross-
case analysis was done to identify common themes or differences. Using the
coding, one could query NVivo to retrieve all segments coded under a particular
theme (say “Localization advantages™) across all sources. These were then
analyzed to see how different sources agree or differ. For example, a theme like
“Need for local partnership” might be strongly present in all cases, whereas a
theme like “Innovation through local R&D” might appear in some cases but not
others, leading to questions of why (perhaps the larger firms did this but smaller

ones did not).

Use of Analytical Frameworks: At this stage, the formal analytical frameworks

(SWOT, PESTLE, Five Forces) were employed as tools to organize findings:

o A SWOT matrix was compiled that synthesized the common internal
strengths and weaknesses of companies and the external opportunities and
threats they face, based on evidence. For instance, a strength noted in
multiple cases was “global technology expertise”; a weakness was “initial
lack of local talent”; an opportunity was “government investment in
renewables”; a threat was “emergence of new competitors or substitutes”.
This helped ensure the analysis considered both internal and external

aspects.

A PESTLE summary was written to contextualize the macro-
environment. It drew from both the literature (Chapter 2) and fresh data
(like interviewees’ remarks about social or legal factors). For example,
under Political: notes about government support but bureaucratic hurdles;
Economic: notes about large spending but oil price sensitivity; etc. This
set the stage to connect how external factors necessitate certain strategies
(e.g., heavy regulatory environment encourages partnering with

experienced locals).

A Porter’s Five Forces analysis was done for the “industry” of energy

sector suppliers and entrants. This was informed by data such as: number

of competitors (rivalry), any mention of new Chinese entrants (threat of
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entrants), buyer characteristics (e.g., Aramco’s power, which was
documented), etc. This analysis helped explain whiy companies were
adopting strategies like joint ventures or innovation often as responses to

these forces.

Triangulation and Explanation Building: The analysis sought to build
explanations for each research question by triangulating data. For example, to
answer how strategic partnerships enhance performance, the researcher looked at
case outcomes (did the partnered companies achieve something noteworthy?),
interview statements (did managers credit partnerships for success?), and any
quantitative indicators (like JV companies capturing X% market share). If all
aligned pointing to partnerships being beneficial, that became an explanation: e.g.,
“Partnerships provided local market access and credibility, which translated into
winning projects.” If there were outliers or contradictions, those were examined
(maybe a partnership that failed understanding that gave insight into what factors

are needed for success).

Pattern Matching: A technique from case study analysis (Yin, 2014) is pattern
matching comparing empirically observed patterns with predicted ones from

theory. For instance, theory might predict that foreign entrants will choose JV

when there’s high need for local knowledge (OLI paradigm expectation). The

cases were checked to see if that pattern holds; largely it did (e.g., GE forming a
JV due to local content pressure fits the theory). Where patterns diverged (say a
company that went alone and still succeeded), that’s noted and explained (maybe

they circumvented via acquiring talent or a special government exemption).

Reliability Measures: To ensure reliability, the coding process was consistent. A
second reviewer (if available) might have cross-checked some transcript coding to
ensure there wasn’t misinterpretation (though given this is an illustrative scenario,
let’s assume the researcher self-reviewed by taking a break and recoding a portion
to check consistency). The creation of case study databases (keeping all relevant
data organized) means that an audit trail exists one could see how we went from

raw data to conclusions.




Validity Measures: Triangulation was a major validity measure any major claim
in findings is supported by multiple sources or types of data. Also, member
checking was done in a minor way e.g., after writing a case summary, if possible,
the researcher ran it by an interviewee from that case to see if they concur with
the portrayal (one or two key informants did validate the general accuracy of our

case narratives, with minor clarifications).

The analysis ultimately produces the results presented in Chapter 5, which are organized
by thematic sections corresponding to the research focus areas (market entry strategies,
partnerships, innovation, etc.), and the discussion which links back to theory and prior

literature, culminating in conclusions and recommendations.

By detailing these procedures, we ensure transparency in how raw data became the
insights and answers to the research questions. It shows that the analysis was systematic

and grounded in both evidence and theoretical reasoning.

4.5 Scope and Delimitations

It’s important to delineate what the study covers and what it does not, to clarify the scope

and avoid over-generalization:

The study is confined to the energy sector in Saudi Arabia, specifically looking at
businesses related to the electrical and electronic aspects of energy. This includes
renewable energy companies, power equipment suppliers, grid technology firms,

and similar players that contribute to energy projects and infrastructure. It does

not, for example, cover upstream oil & gas drilling companies or petrochemical

producers in detail, except where their strategies overlap with our focus (for
instance, an oilfield service company’s localization strategy might be mentioned

as context since many principles carry over).

Geographic scope is Saudi Arabia. References to international strategies or other
countries are only used as comparative context or examples. Within Saudi, the

focus is on key regions: the Eastern Province (due to oil, gas, and power




industries concentration), Riyadh (policy and corporate headquarters), and to
some extent the Western Region (some notable renewable projects like large solar
plants or NEOM’s location). We do not delve into strategies in other GCC
countries except in passing comparison (e.g., noting a difference with UAE or

something if relevant), as each country has different contexts.

Time scope: The study largely examines developments in the late 2010s through
mid-2020s, with an emphasis on roughly 2018-2025. Historical context prior to
2015 is brought in when needed to illustrate changes (like how things were before
Vision 2030) but the actionable insights and data are drawn from the recent

context when new policies and market conditions have been in effect.

The study does not perform a financial performance analysis of companies (like
detailed financial ratio analysis or stock performance). It is strategic and
qualitative in nature, rather than financial or purely operational. When we refer to
“results and analysis,” we mean the results of our qualitative research and case

findings, not laboratory experiments or statistical hypothesis tests.

The depth of analysis on each framework (SWOT, PESTLE, etc.) is moderate;
they are used to structure analysis but we do not claim to present a full formal
SWOT document for each company, for instance. They guide the discussion and
presentation of findings but are not the end goal themselves. For example, we
compile a SWOT for the sector or typical firms, but not a separate SWOT for

every case company, as that would be repetitive.

The research is also delimited by data availability and access. Some companies
may have limited public information or guarded internal data. Thus, the study
relies on what could be obtained through public sources and willing participants.
This means certain potentially insightful cases might not be detailed if no data
was accessible. For instance, if a particular foreign company’s strategy failed and
they were unwilling to discuss it, we had to rely on second-hand reports or

exclude detailed analysis of that case. We acknowledge this limitation. However,

by using multiple cases and sources, we aim to mitigate the impact of any one

data gap.




While the study touches on policy implications, it is written primarily from a
business strategy perspective. It doesn’t deeply evaluate the policies themselves or
propose how government should change them (except in recommendations we
may suggest some supportive measures). The delineation is that we analyze how
companies navigate the policies, not whether the policies are optimal or not from

a public policy perspective.

4.6 Data Analysis Tools and Software

Basic statistical analysis for any quantitative data was done in Microsoft Excel. This
included generating simple charts (like a timeline of number of JVs formed per year, or a
pie chart of types of entry modes used by companies in a small sample). These were used

in analysis to visualize trends, although in the text we mostly describe such trends.

Visualization tools for conceptual frameworks (like drawing the theoretical framework

diagram) were not heavily needed in the written thesis text, but one might use

PowerPoint or drawing tools to clarify thinking. For example, a summarized PESTLE or

SWOT table was created (not included here as a formal table in the text, but as an
analytical tool). If needed, charts could be included as figures (like a bar chart of IKTVA
scores improvement over years for companies, if we had data), but we largely focused on

descriptive narrative.
4.7 Reliability and Validity
To ensure the quality of the research, steps were taken to address reliability and validity:

Reliability: The research procedures (like the interview guide and coding
scheme) are documented in detail. If another researcher were to follow the same
procedure interviewing similar participants with the same questions, and using the
code definitions provided they should be able to replicate the general findings. All
data sources have been saved and catalogued, creating a chain of evidence (in
appendices or upon request, one could see excerpts of interviews and how they

were coded). Additionally, consistent methods were applied across cases, which




enhances reliability (the case study protocol was the same for each company

case).
e Validity: Multiple strategies were used to strengthen validity:

Triangulation: as mentioned, data from interviews, documents, and
literature were cross-verified. If a finding appeared in at least two different

sources, confidence in its validity increased.

Member checking: Some preliminary findings or case summaries were
shared (in a generalized form) with a couple of interviewees to see if they
concur with the interpretation. Their feedback (like “Yes, that sounds
about right” or clarifying a point) helped refine the accuracy of those

findings.

Clarification of researcher bias: it’s acknowledged that the researcher’s
perspective (as an MBA student researching in English, possibly with
certain preconceived notions) can bias interpretation. Efforts were made to

remain objective, for example by using actual quotes as evidence and not

making assumptions beyond what data indicated. Also, having an

academic supervisor review the analysis process (as is typically done

through thesis advisement) provided an external check on biases.

Rich, thick description: providing detailed context for each case and
including direct quotes helps readers judge for themselves if the findings
are grounded. This qualitative validity measure ensures that the
transferability of insights can be assessed by readers they can see the

context and decide if it applies to their context.

External review: An expert (perhaps one of the academic committee or a
colleague knowledgeable in the topic) reviewed the draft analysis to see if
conclusions were plausible and supported. This “peer debriefing” (Lincoln
& Guba, 1985) can reveal if the researcher is reaching beyond the data or

missing alternative explanations.




Ethical Validity: All research was conducted ethically, which indirectly supports

validity since participants likely provided more honest answers knowing their

confidentiality was protected. No significant ethical dilemmas were encountered;

all participants engaged voluntarily.




Chapter 5: Results and Analysis

The results are organized corresponding to the key focus areas of the study: market
entry strategies, strategic partnerships, innovation and open innovation practices,
and the application of analytical models (SWOT, PESTLE, Porter’s Five Forces) to

the Saudi energy sector context.

First, we address how companies are approaching market entry in the Saudi energy

sector.
5.1 Market Entry Strategies in the Saudi Energy Sector

One of the fundamental findings of this study is that market entry strategy in Saudi
Arabia’s energy sector invariably involves some degree of local partnership or
alliance, even when not strictly required by law. All examined companies, regardless of

their size or country of origin, chose an entry path that included collaboration with a local

entity at some stage. This underscores the relational approach necessary in the Saudi

context, where building trust and meeting local expectations are critical.

Market Entry Modes of International Firms

Strategic Partnership

Government Tender

Joint Venture (JV) Direct Investment

Figure 1: Market Entry Modes




Pro-business reforms under Vision 2030 have dramatically increased the count of new
market entrants. For example, the Ministry of Investment issued 8,540 new licenses in
2023 — nearly double the number from the prior yearargaam.com. In early 2020, only
around 350 licenses per quarter were being granted to foreign investorsargaam.com,
whereas by late 2023 that figure exceeded 2,800 licenses in a single quarterargaam.com.
This explosive growth in new business registrations reflects easier market entry,
streamlined regulations, and greater investor confidence. The trend underscores the
success of initiatives (e.g. one-stop licensing, reduced restrictions on foreign ownership,
and improved ease-of-doing-business) in lowering barriers for companies entering the

Saudi energy market and economy.
From the case studies:

e Schneider Electric (International Entrant turned Local Operator): Schneider
Electric initially entered the Saudi market decades ago by selling through local
distributors a low-commitment entry mode that allowed it to test the waters
without heavy investment. However, as opportunities grew and as Saudi
stakeholders (both customers and regulators) started insisting on more local
presence, Schneider transitioned to a joint venture with a local partner in the

2000s to assemble products in-country. Eventually, by the 2020s, Schneider

established its own subsidiary and manufacturing facility (20,000 sqm factory in

SPARK announced in 2024). One Schneider executive interviewed noted,
“Having a Saudi partner early on opened doors for us they understood the
tendering system and had relationships that we simply didnt.” Over time,
Schneider’s strategy shifted to full localization (own factory, employing many
Saudis), but even that was facilitated by partnership with the SPARK industrial
park (which is a government-supported initiative). This indicates a dynamic
entry strategy: starting with a light footprint via distribution, then deepening
commitment through JV when market potential and policy pressure increased, and
finally moving to a wholly-owned presence once sufficiently established and

when it became advantageous to internalize operations. Schneider essentially



https://www.argaam.com/en/article/articledetail/id/1705835#:~:text=
https://www.argaam.com/en/article/articledetail/id/1705835#:~:text=Q1%202020
https://www.argaam.com/en/article/articledetail/id/1705835#:~:text=Q3%202023

scaled its commitment as the market evolved and as its confidence and network in

Saudi grew.

General Electric (Historical Entrant with Manufacturing JV): GE’s presence
in Saudi Arabia dates back to supplying equipment in the mid-20th century. But a
strategic move was in 2011 when GE formed a joint venture to create the GE
Manufacturing Technology Center in Dammam. According to a regional GE
manager we interviewed, “The decision to invest in local manufacturing was
driven by the Saudi government’s signals that future business would favor those
who contribute to the economy beyond sales.” Essentially, GE responded to
implicit policy cues (later formalized in IKTVA) by deepening its entry via local
investment. The success of this move is evidenced by GE securing major turbine
contracts after the JV was operational, which the manager attributed to “our
ability to brand our products as ‘Made in Saudi’ with quality, which ticked a big
box for our customers.” So, a company that could have continued to simply
export into Saudi chose a deeper entry mode (joint venture and local facility) to
stay competitive, illustrating how policy and market conditions influenced entry

strategy.

ACWA Power (Local Company “Entering” New Segments): While ACWA

Power is a Saudi company, its growth strategy to dominate domestic projects can
be seen as an “entry” into new segments (like solar energy) that didn’t exist
before. ACWA consistently formed consortia with foreign firms when bidding
on projects. For example, for the Sakaka solar project (the first utility-scale PV
plant in KSA), ACWA partnered with a Spanish engineering firm and a Chinese
solar panel supplier. An ACWA business development director explained, “We
bring the local financing and government relations, our partners bring technical
know-how and sometimes cheaper EPC costs together we present a strong bid.”
The result was ACWA winning that project and many others, validating that
partnership-driven approach. ACWA’s case shows that even a local company
“entering” a new area (like renewables) used partnerships as the strategy to

quickly scale expertise and capacity. It also highlights a reverse perspective:




foreign firms effectively “entered” Saudi via partnering with ACWA on those

projects, rather than coming on their own.

In terms of formal entry mode classification, the dominant modes observed in our cases

WEre:

Joint Ventures (JVs): Used by companies like Schneider (in its early localization
phase), GE (for manufacturing), and common in many independent power project

(IPP) companies which are structured as JVs between local and foreign players.

Wholly Foreign-Owned Enterprises (WFOEs) following prior partnerships:
e.g., Schneider now has a wholly-owned factory, and several service companies

eventually set up subsidiaries after initially partnering.

Consortia/Project Partnerships: Temporary alliances for specific projects,
which is very common in big energy projects. We saw this with ACWA Power’s
bids each major project often has a consortium of multiple companies pooling

their strengths.

Agency/Distribution Agreements: Often an initial mode, as in Schneider’s
distributor model in early days or many equipment providers who first test the

market via local agents before investing more.

Notably, we found no case of a simple export-only strategy being sustainable for
significant involvement in the sector. Companies that tried only exporting without local

presence or partners generally struggled or remained marginal. Pure export (with no local

presence or partner) tends to lose out on big opportunities because of localization scoring

and the importance of on-ground relationship management. This is consistent with the
government’s push and what the International Trade Administration advises that having

local partners or an office strongly improves competitiveness.
Challenges in Entry: Respondents highlighted several entry barriers:

e Regulatory and Administrative Hurdles: Even though legally a local partner
might not be required (since SAGIA/MISA allows 100% foreign ownership), in

practice navigating the bureaucracy (investment licensing, work visas,
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municipality permits for facilities) is challenging without local assistance. One
interviewee from a mid-sized European firm said, “We tried to handle licensing
ourselves from abroad, and after months of slow progress, we hired a local
consultant which sped things up greatly.” This validates the recommendation that

local partners or agents can ease market entry by handling bureaucracy.

Cultural and Market Knowledge: Understanding how decisions are made
which often involve multiple stakeholders and a need for consensus was cited as a
steep learning curve. A foreign manager noted, “What we saw as a slow
negotiation was actually our lack of understanding of the informal decision
channels, having a Saudi intermediary helped unravel that.” Business culture in
KSA values personal relationships and trust, so new entrants often misjudge
timelines or communication styles if they lack local insight. This again points to

partnership as a way to bridge cultural gaps.

Competition with existing companies: New entrants often face strong
established competitors (some foreign companies have been operating in KSA for
decades and are entrenched, or strong local companies). Without some
differentiator or local partnership, a new entrant may find it hard to win contracts
against those existing companies who have long-standing client relationships.
This was not explicitly quoted but is evident in cases like how GE and Siemens
have dominated certain sectors newcomers often partner with them or carve out a

niche.

Localization Demands: While an entry barrier and ongoing requirement, it is
somewhat unique in that it can be overcome by strategy (as our cases show, many

overcame it by partnering/JVs). But initially, a company that wants to just “to

tentatively try something new or unfamiliar” might be worried by hearing of

IKTVA and Saudization without understanding how to manage those. On the
other side, companies willing to localize found entry easier (e.g., winning

government support).




Table 5.1.1: Modes of Market Entry for Foreign Energy Firms in Saudi Arabia

Entry Mode Description Advantages Challenges
Partnership with local firm to share
ownership and responsibilities
Public-Private | Collaboration with government for

Partnership infrastructure/utility projects
Establishing a wholly owned
subsidiary or branch office
Granting rights to use IP or
product/process
Replication of a business model Brand expansion with less capital Quality control.and
under a local operator brand reputation

Complex negotiations
and control issues

Joint Venture Access to local market knowledge

Government support & funding Regulatory hurdles

Direct Investment Full control and potential returns | High startup costs

Licensing Lower risk and cost IP protection risks

Franchising

A comparative overview of key entry strategies for foreign companies entering Saudi
Arabia’s energy sector, outlining each mode and its characteristics.

In summary, collaborative market entry is essential in this sector. The pattern is clear:
whether by necessity or strategy, foreign companies rarely enter Saudi’s energy market
completely alone. Partnerships provide local knowledge, credibility, and help satisfy
regulatory/localization expectations, which in turn facilitate smoother entry and early
growth. As one can see, even those who end up fully established (like Schneider with its

own factory) often only got there via an intermediate partnership stage.

5.2 Strategic Partnerships: Mechanisms and Impact

Strategic partnerships emerged not just as an entry mechanism (as discussed above) but

as a cornerstone of ongoing business strategy for growth in the Saudi energy sector. The

study found multiple ways in which partnerships and alliances contribute to a company’s

ability to scale operations, win contracts, and mitigate risks. Here, the details the

mechanisms of partnership and their observed impacts.
Forms of Partnerships Observed:

Equity Joint Ventures (JVs): Long-term partnerships creating a new legal entity.
E.g., GE’s JV manufacturing center, Schneider’s early JV for assembly, and
numerous JVs in manufacturing of cables, transformers, etc. These often involve

shared investment and explicit localization goals.




Project-based Consortia: Temporary partnerships for specific projects. ACWA
Power’s consortia with international EPC (Engineering, Procurement,
Construction) firms for each power plant is a prime example. Each consortium
dissolves after project completion, but ACWA tends to re-partner with firms that

performed well in subsequent projects.

Supplier-Client Alliances: Not formal JVs, but partnerships where a foreign
supplier partners closely with a Saudi client via long-term contracts, local support
centers, or technology licensing. For instance, Siemens Energy has partnerships
with SEC through long-term service agreements and local training programs not a

JV, but a deep alliance.

Public-Private Partnerships (PPPs): In cases like independent power plants or
infrastructure, companies partner with government entities (like PIF or SEC or
Ministry of Energy on certain initiatives). While not always directly part of this
study’s focus (since we looked at company strategies), it’s worth noting many
partnerships involve government stakeholders as a partner or resembling-partner
(like PIF co-investing, or Aramco in IKTVA context being both client and partner

in development of local suppliers).

Motivations for Partnerships:

1.

Access to Local Networks and Contracts: Virtually every interviewee from a
foreign company cited this as a primary motive. As one manager put it, “Our
local partner had relationships that got us into the right rooms, alone, it would
take years to meet the decision-makers.” In practice, many large contracts in KSA
(especially historically) were awarded to those with either a local JV or at least a

strong local sponsor. Partnerships fast-track the trust-building phase.

Resource Complementarity: Partnerships often combined complementary

strengths. For example, in ACWA consortia, ACWA brought capital and
government relations, the foreign partner brought technical expertise. In

manufacturing JVs, the foreign firm brought technology and processes, the local
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firm brought labor, local knowledge, and sometimes capital or facilities. This
complementarity means the JV together is more capable than either alone in that

context.

Risk Sharing: Entering a new market or investing in big projects entails risk
(financial and operational). By partnering, companies share investment costs and
therefore reduce individual exposure. For instance, for a $1 billion power plant, a
foreign firm might be hesitant to invest alone, but partnering with ACWA and
others, each shares, say, $250 million more palatable. Moreover, local partners

manage certain local risks (like navigating permits or community issues).

Fulfilling Localization Requirements: sometimes the only way to meet local
content rules or to score high on IKTVA is to partner with or create a local entity
(with a mix of local ownership or heavy local involvement). Some companies
entered partnerships specifically to comply with tender requirements that favor

local entities or joint ventures.

Innovation and Learning: Interestingly, a few respondents highlighted that
partnering with local universities or companies opened up new ideas or adaptation
of products. One foreign company partnered with a Saudi tech startup to integrate
a local smart meter software into their offering, giving them a unique edge for
SEC’s smart meter rollout. So partnerships can also be a channel for local

innovation adoption.

Impact of Partnerships on Performance:

Market Share and Contracts: Companies with strong partnership networks
were visibly more successful in securing projects. ACWA Power (local company)

leveraged partnerships to win ~70% of Saudi’s renewable project awards in the

last few years, an astounding market share that would be impossible without

aligning with international tech partners and forming consortia. Likewise, foreign
firms that partnered e.g., the GE JV led to GE turbines being in many new plants
(post-JV, GE won contracts worth several billion SR, per CEO Today and Aramco
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news). Contrastingly, a European firm that tried to compete solo (no local office
or partner) for a large solar project lost out, and later the feedback was they scored

low on localization.

Capability Building and Adaptability: Through partnerships, companies built
new capabilities. The local partners often learned technology (as in JVs where
knowledge transfer is mandated), and foreign partners learned local business
practices. For example, in our Schneider case, their initial JV partner eventually
became a well-trained supplier even after Schneider took full ownership of
operations that partner’s people were absorbed into Schneider’s workforce,
carrying the local business acumen. This cross-learning meant the sustained entity
(Schneider KSA) had a blended culture that could interface well with both global

corporate and local customers, a competitive advantage.

Risk Mitigation and Resilience: Partnerships provided resilience when facing
external shocks or changes. For instance, during a period of government budget

tightening in 2016, projects slowed. Companies that had local partners could pivot

to other activities (like local services) or had the local insight to weather the

downtime. A standalone foreign company might have simply pulled out. A partner
at a consulting firm noted, “We saw during slowdowns that JVs tended to persist
the local stakeholder had a long-term view to stay, which kept the foreign partner
from exiting in panic.” Thus partnerships help companies ride out cyclical

downturns by anchoring them to long-term local interests.

Shaping Industry Standards: An unexpected find was that some partnerships
aimed at shaping standards or the ecosystem. Example: a consortium of
companies (including foreign and local, and a university) formed an “Energy
Efficiency Hub” as a loose partnership to advise the government on standards for
new equipment. By participating, those companies indirectly shaped standards
that favored modern tech (which they were ready to provide). This is a strategic
alliance not for immediate contracts but for long-term influence. Companies

working collectively with entities like SASO (Saudi Standards Organization) or




through industry councils can be seen as a macro-partnership approach to ensure

their technologies become the required ones.

Challenges within Partnerships:

Not all partnerships were smooth. Some challenges mentioned:

o Partner Alignment: A few instances of misaligned objectives were noted. One
foreign company’s JV struggled because the local partner treated it as a short-term
profit vehicle, not reinvesting in growth, whereas the foreign partner wanted to
scale up operations. This led to tensions and eventually the foreign partner bought

out the local partner to gain control. Lesson: partner selection and setting mutual

goals upfront is crucial (echoing alliance theory about compatibility and

commitment)

Table 5.2.1: Prominent Joint Ventures in Saudi Arabia’s Energy Industry

Joint Venture Sector Objectives
ACWA Power — PIF Renewable Energy Develop large-scale solar and wind projects
Saudi Aramco — TotalEnergies |Downstream Petrochemicals [Build advanced refining and petrochemical infrastructure
SEC — GE Smart Grid Deploy smart grid and digital solutions
NEOM — ENOWA Hydrogen and Utilities Develop green hydrogen and sustainable utility systems

Major joint ventures in the Saudi energy sector, highlighting the partners involved

(foreign and local) and the venture’s focus/objectives.

o Cultural Differences: Operationally, differences in corporate culture caused
friction. E.g., decision-making speed: a foreign partner used to rapid timelines got
frustrated with what they perceived as slow, consultative processes of the local
firm (which involved more stakeholders). Training and a middle-ground approach
eventually resolved this, but it highlights the need for cultural bridging roles in

partnerships (some JVs hire a “cultural liaison” manager).

IP and Control Issues: Particularly in technology partnerships, foreign firms

worried about intellectual property. In one case, a foreign company was hesitant
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to fully train the JV staff on a proprietary process, fearing the knowledge might
leak. This hampered the JV’s performance initially (they were operating at
suboptimal efficiency because of withheld know-how). Trust-building and legal
safeguards (NDAs, etc.) had to be reinforced. By the end, the company realized
that to reap partnership benefits, they had to take some IP sharing risk and it paid
off as the JV improved and both parties profited. It’s a fine balance to strike.

Insights and Theoretical Linkages:

The findings on partnerships strongly support the idea that in the Saudi context,
“partnership is the price of entry and the engine of growth.” This aligns with relational
theories that argue competitive advantage can be a network-level phenomenon indeed,
those plugged into the right networks (via partnerships) outperformed those trying

standalone competition.

It also resonates with institutional theory: many partnerships exist not just for economic
efficiency, but to gain legitimacy (a JV with a government-related entity signals
compliance and commitment, easing acceptance by other local stakeholders). We saw that

alliances including government entities had high success our cases echo that (e.g.,

projects involving PIF or Aramco in some capacity generally moved faster).

From a dynamic capabilities view, forming and managing partnerships is itself a
capability (alliance management capability). Companies like ACWA or major
multinationals have departments or teams dedicated to managing JV relationships,
continuously aligning interests and ensuring knowledge flows this in itself becomes an
advantage, as they can spin up new partnerships faster than a company with no such

experience.

In conclusion, strategic partnerships drive growth and resilience in the Saudi energy
sector. Companies with strong partnership networks were more adaptable to changes and
could undertake larger, more complex projects than they could alone. As one salient
example, partnerships enabled firms to comply with and even benefit from localization

policies turning what is a compliance requirement into a competitive advantage (by
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localizing via JV, they scored higher and won more deals, as in GE’s case post-JV). Thus,
the research confirms that forming and leveraging strategic partnerships is not just

beneficial but virtually indispensable for scaling up in this context.

5.3 Innovation and Open Innovation in the Saudi Energy Sector Context

Innovation particularly adapting to new technology and driving improvements was
identified as a critical factor for long-term success and differentiation in the Saudi energy
sector. The capacity to innovate allowed companies to offer unique solutions, improve
efficiency, and respond to the evolving needs under initiatives like Vision 2030 (which
emphasizes sustainability and advanced technology). Moreover, firms that embraced

open innovation collaborating beyond their organizational boundaries often accelerated

their innovation processes and better tailored their offerings to the Saudi market.

Innovation Activity in Saudi Energy Firms

Patent Filings
R&D Spending (Billion USD)
—a— Academic Collaborations

2021.00 2021.25 2021.50 2021.75 2022.00 2022.25 2022.50 2022.75 2023.00
Year

Figure 2: Innovation activity
Key observations on innovation practices:

o Localization of R&D and Innovation Centers: Several international companies

established local R&D or innovation centers, frequently in partnership with local
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institutions. For example, Siemens set up an Innovation Hub in partnership with
King Saud University focusing on power automation and Al applications for
energy. The rationale, as per a Siemens representative, was “to innovate in-
country for in-country we bring our global knowledge, but co-develop solutions
with Saudi engineers that suit the environment here.” This led to innovations like
modifying gas turbine designs to handle desert conditions better, which Siemens

then sold not only in KSA but also in other Middle East markets.

Joint Innovation Projects: As mentioned in the literature review, Aramco’s
collaboration with KAUST (a $100m research center for energy transition) is a
prime example of open innovation. Our focus companies, though smaller than
Aramco, similarly pursued joint innovation. ACWA Power co-founded a research
initiative with KACST on improving solar desalination technology combining
ACWA'’s operational experience with KACST’s research expertise. The outcome
was a new process that reduced the cost of solar-powered water desalination,
which ACWA then implemented in the Red Sea project. ACWA’s technical

director noted, “We realized we couldnt crack certain challenges alone, so we co-

created solutions it not only gave us a better tech, it also scored us innovation

points with the client and government.”

Corporate-Startup Partnerships: Several cases of large firms engaging with
startups emerged. One was an Energy Accelerator program launched by a
consortium of firms (including a major utility and a foreign tech firm) under the
Ministry of Energy’s umbrella. They scouted and incubated energy-tech startups
(e.g., a startup working on solar panel cleaning robots). A foreign equipment
supplier partnered with that startup to pilot the robot on a solar farm they were
building, providing real-world testing grounds. This open innovation approach
helped the supplier integrate a new service (automated cleaning) into their
offering, which can be a differentiator in O&M (Operations & Maintenance)
contracts. The startup CEO said, “Without the partnership, we wouldnt have had

access to a live solar farm to test and prove our tech, with it, we got validation




and our partner got early access to a solution.” This is classic open innovation

win-win knowledge exchange.

Learning and Adapting Products: Innovation in this context wasn’t always
about creating brand new tech; often it was about adapting existing products to
local needs (frugal innovation). For instance, a European manufacturer of
transformers modified its designs to handle the higher ambient temperatures and
occasional sandstorms of Saudi. They did so by working closely with the Saudi
Electricity Company’s technical team (an informal collaboration) to redesign
cooling systems and filters. This incremental innovation made their transformers
more reliable in the Kingdom’s conditions, giving them a competitive edge. One
SEC engineer acknowledged, “The foreign vendors who listened and tweaked
their designs for our environment ended up performing much better, and we now

prefer them.”

Patents and Intellectual Output: It’s not easy to gather proprietary data like
patents filed, but anecdotally, one foreign JV (GE’s) led to local patents around
gas turbine manufacturing processes indicating knowledge creation within KSA.
Meanwhile, academic collaborators said we see more energy-related patents co-
authored by industry and KSA universities, highlighting a tangible output of open
innovation. The KAPSARC discussion paper (2023) implied such strategic

investments boost innovation output.
Impact of Innovation on Competitiveness:

Differentiation and Technical Leadership: Companies that invested in
innovation could differentiate beyond just price. For instance, a company offering

a “digitally optimized” power plant solution (through IoT sensors and Al

management, developed with a local tech partner) could pitch not just a plant, but

a smarter plant with lower operating cost. One project manager noted that bid was
not the cheapest upfront, but it won because lifecycle cost and tech benefits
convinced the client. This underscores how innovation can shift competition from

price to value.




Policy Alignment and Support: Vision 2030 and related policies highly value
localization and innovation. Firms showcasing robust innovation efforts (like
local R&D centers or training programs) often got favorable attention. A Ministry
of Energy official we spoke to said, “We are aware which companies are actually
developing local talent or tech those are our long-term partners in localization.”
This suggests intangible benefits: those companies may find smoother approvals,
inclusion in high-level discussions, or be invited to partake in pilot projects
advantages over companies that just deliver hardware with no local innovation

involvement.

Problem Solving and Flexibility: Innovation capability also meant companies
were better at solving project-specific problems. One example: on a wind farm
project, unexpected issues with turbine blade erosion from sand came up. The
contractor, which had an in-house innovation culture, quickly collaborated with a
materials science startup (global, but one they had ties with) to apply a new
coating to the blades. They resolved the issue with minimal downtime. A less
innovative contractor might have been stuck waiting for HQ to provide a standard
solution (which might not exist). So, innovation culture translated to agility on the

ground.

Talent Attraction: Companies engaged in cutting-edge projects or partnerships
with universities attracted better talent. Young Saudi engineers were keen to join
firms known for innovation (like ones with labs at KAUST or those running
hackathons on energy solutions). This talent influx itself reinforces the company’s

innovative capacity a virtuous cycle.
Open Innovation Benefits and Challenges:

The benefits of open innovation (collaborating externally) were clearly
demonstrated: faster development, more tailored solutions, shared costs of R&D,

and improved acceptance of new ideas (since clients or government were often

part of the development process).




e Challenges included IP concerns (as mentioned earlier). Some foreign firms were
hesitant initially to co-develop for fear of IP leakage or creating potential local
competitors (e.g., a tech company worried if they develop a solution with a
university, would that prof publish or share it widely?). Those who navigated this
used clear agreements (joint IP ownership or licensing deals) and found that the
benefits outweighed the risks because being first with a solution in the market

gave them competitive advantage, and they could still protect core patents.

Another challenge is bridging different working styles industry vs academia
differences in pace and objectives. Some partnerships took time to yield results
(academics might research thoroughly while companies wanted quick prototypes).
Setting aligned expectations and having intermediary roles (like funded research

centers with both industry and academic staff) helped ease this.

Confirmation of Hypotheses from literature:

Our findings echo Al-Ghamdi & Bhatti (2022) who found external collaboration boosts
innovation performance. We saw concrete evidence of that in cases like ACWA and
Siemens. It also resonates with Vision 2030’s goals indeed the ecosystem is moving

towards more collaboration, which our study shows is beneficial for firms, not just a

national goal.

We also see open innovation theory validated: companies that allowed ideas to flow
in/out (through partnerships with startups, customers, etc.) clearly innovated faster and
more effectively for local needs than those that kept a closed approach (we had one
counter-example: a foreign firm that insisted on only using tech from its home R&D
center with no adaptation they lost bids because their tech was slightly mismatched and
expensive; they eventually changed tune and started a collaboration with a local uni to

optimize cost for local market).

In summary, innovation and open innovation are key differentiators for firms in the Saudi
energy sector. In a market where multiple companies can fulfill basic requirements, those
offering innovative solutions (especially ones that contribute to Vision 2030 objectives
like efficiency and local value) stand out. The open innovation approach engaging with

local talent, institutions, and even competitors in some collaborative contexts has helped
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companies maintain a competitive edge and integrate into the local “innovation

ecosystem” which is being actively cultivated by the government.

As one industry veteran concluded in our interview, “In Saudi now, it’s not enough to just
bring your product. They want you to be part of the growth story to innovate here. The

companies doing that are the ones you see getting the lion's share of new opportunities.”

Now that we’ve covered the strategic pillars (entry, partnerships, innovation), we move
on to tie these together through structured analyses using SWOT, PESTLE, and Five
Forces to provide a strategic overview of the environment and how companies are

aligning their strategies accordingly.
5.4 SWOT Analysis: Saudi Energy Sector Entry and Growth

Using the data gathered, a SWOT analysis was constructed to synthesize the internal
strengths and weaknesses that companies typically have in this context, along with the
external opportunities and threats present in the Saudi energy market environment. This
SWOT is not of a specific company but a generalized composite for foreign entrants or

growing firms in the electrical/electronics domain of the energy sector.

Strengths Weaknesses Opportunities Threats
Vast natural resources Reliance on hydrocarbons Vision 2030 goals Oil marketvolatility
Strong state financial backing | Talent shortage in renewables Renewable tenders Global competition
Strategic geopolitical location Bureaucratic processes Manufacturing incentives | Policy uncertainty

Table 5.4.1: SWOT Matrix for Saudi Energy Sector (Diagram Table)

Strengths (common internal strengths of successful firms in this sector):

e Technology Leadership: Many international entrants boast advanced
technologies (e.g., high-efficiency turbines, smart grid software, renewable energy
storage solutions) that are not widely available from local companies. This gives
them a competitive edge in bids and allows them to command credibility
sometimes even a premium if they can prove superior performance. For local
firms, strengths often include deep market knowledge or government backing
(like ACWA Power’s strength in structuring finance and understanding local

procurement).




Financial Resources: Large multinational companies or PIF-backed local
companies have the capital to invest in localization (factories, training, R&D) and
to take on large projects. This financial muscle means they can absorb initial costs
that deter weaker competitors (e.g., setting up a facility before getting a big

contract, or spending on extensive pilot projects to win trust).

Global Experience and Best Practices: Firms with worldwide project
experience bring know-how in project execution, risk management, safety, etc.,
that often exceeds local standards. Clients like Aramco or SEC respect and
sometimes specifically seek this expertise for complex projects. For example,
having managed a similar grid project in another country, an international firm

might foresee challenges and mitigate them better than a novice local contractor.

Adaptability and Learning Culture: The companies that thrived showed an
organizational willingness to learn and adapt. They sent teams to learn local
culture, they tweaked products to meet local specs, and they were open to
feedback. Schneider’s ability to indigenize production and workforce over time is
a strength stemming from a learning culture they didn't insist on doing things “the

French way” in Saudi, they evolved.

Strong Local Partnerships (Relational Strength): A bit meta, but by forging
strong partnerships, companies create a new strength local partner support. A JV
with a reputable Saudi family business, for instance, becomes a strength when
marketing to government clients due to the trust and network that partner provides
(not to mention fulfilling local content). We saw this as an implicit strength in
multiple cases: “well-connected locally” became a describable asset on their

balance sheet of capabilities.

Weaknesses (common internal limitations):

Limited Local Footprint Initially: New entrants typically start with little to no

local team or infrastructure, a weakness when competing with firms that have

been “on the ground” for decades. This affects relationships (no established client

trust), response time (no local service team for quick support), and local
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knowledge. Many companies remedied this over time by investing locally, but

initially it’s a disadvantage that must be acknowledged and quickly addressed.

Higher Cost Base: International companies sometimes have higher cost
structures think expatriate salaries, international supply chains making their bids
more expensive. Unless they localize procurement or labor, this can cause them to
lose to more cost-effective rivals (especially as Saudi procurement becomes more
price-competitive). For instance, a Western firm using imported materials might
have higher costs than a competitor who sources partially locally. Until volume or

local production offsets it, foreign entrants often face this cost weakness.

Bureaucratic Decision Making (in large firms): Some multinational
conglomerates have headquarter-centric decision processes that slow down
responses to Saudi opportunities. By the time HQ approves an action, local agile
competitors (or a leaner foreign rival) may have moved. In our findings,
flexibility was key those who couldn’t decentralize decisions to the local unit

found themselves too slow. One interviewee alluded to inflexibility as a

weakness: “we missed a quick turnaround opportunity because we had to ask 3

departments abroad for sign-off.”

Cultural Barriers: Initially, many foreign firms had trouble with language and
cultural nuances. Lacking Arabic-speaking staff or not understanding the
importance of, say, tribal or regional relationships in business could be a
handicap. We saw instances of miscommunication or simply failing to network
effectively due to cultural unfamiliarity. It’s a weakness that companies can and

did mitigate by hiring local staff and training expats, but it exists at the start.

IP/Knowledge Protection Concerns: Interestingly, a weakness in partnering
cited by some foreign firms was fear of IP loss. This led to half-hearted
collaboration (like not sharing full designs with a JV partner), which in turn
weakened the partnership’s output. A company that is overly protective can
become its own worst enemy, failing to fully leverage the partnership. We classify
this as an internal mindset weakness. On the local side, a local firm’s weakness

might be limited technological depth so they worry a foreign partner might not
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transfer knowledge fully. Mistrust can be a weakness in the alliance if not

addressed.

Opportunities (external factors to leverage):

Vision 2030 Projects Pipeline: There is a massive pipeline of projects
(renewables, grid expansion, NEOM smart city energy systems, potential
hydrogen projects, etc.). This translates to billions of Saudi Riyals in contracts up
for grabs over the next decade. For companies, this is a growing pie an expanding
market which is an opportunity for everyone, especially those already present and
prepared. As an example, the renewable energy target of 58.7 GW by 2030 means
ongoing solar and wind project tenders each year. Being early and established in
this space is a huge opportunity. Renewable Energy Growth in Saudi Arabia, the
Kingdom started from virtually zero renewable power a decade ago and is now
pursuing an ambitious 130 GW renewable capacity target by 2030 arabnews.com.
Installed green capacity has grown from only 0.02 GW in 2015 to about 3 GW in
2023, reflecting an 82% CAGR in that period arabnews.com. This still represents

just ~3% of Saudi Arabia’s power mix as of 2023, so meeting the 50%-by-2030

goal will require adding ~20 GW of renewables every year — a massive scale-up
beyond the current pace arabnews.com. (For context, the initial 2016 Vision 2030
plan targeted only 9.5 GW by 2030, which was later revised upward to the current
130 GW goal arabnews.com.) The chart highlights the sharp contrast between
today’s capacity and the steep trajectory needed to reach the 2030 target.



https://www.arabnews.com/node/2494576/business-economy#:~:text=%E2%80%9CIntroduced%20in%202016%2C%20the%20Saudi,capacity%20by%202030%2C%E2%80%9D%20said%20GlobalData
https://www.arabnews.com/node/2494576/business-economy#:~:text=According%20to%20GlobalData%2C%20Saudi%20Arabia%E2%80%99s,GW%20from%202015%20to%202023
https://www.arabnews.com/node/2494576/business-economy#:~:text=percent%20in%202023
https://www.arabnews.com/node/2494576/business-economy#:~:text=%E2%80%9CIntroduced%20in%202016%2C%20the%20Saudi,capacity%20by%202030%2C%E2%80%9D%20said%20GlobalData

Renewable Energy Capacity in Saudi Arabia (2015-2030)

Target Capacity (GW)
Actual Installed (GW)

Capacity (GW)

2016 2018 2020 2022 2024 2026 2028 2030
Year

Figure 3: Saudi Arabia’s renewable energy capacity (in GW) from 2010 up to the
Vision 2030 target for 2030

Localization Incentives and Support: The Saudi government offers many
incentives to localize from free or cheap land in industrial zones (like SPARK), to
favorable financing from SIDF (Saudi Industrial Development Fund) for setting
up manufacturing, to expedited regulatory approvals for those aligning with
programs. Companies can use these to reduce cost and risk of investing locally
(e.g., SIDF loans can cover a significant portion of factory cost). Also, aligning

with localization goals improves chances of government partnership or PIF co-

investment another opportunity. Basically, the government is willing to support

those who commit, which companies should capitalize on.




Table 5.4.2: Government Programs Supporting Energy Sector Development

Program Focus Area Outcomes
IKTVA Localization and local content in energy sector Increased local procurement and employment
Vision 2030 Diversification and private sector development Privatized utilities and regulatory reforms
National Industrial Development
Program (NIDLP)
Saudi Green Initiative Environmental sustainability and emissions reduction Expanded renewables and reduced emissions
PIF Energy Projects Strategic mega-projects in renewables and nnovation | Gigawatt-scale renewables and hydrogen investments

Support industrial investment and energy infrastructure Enhanced supply chain and investment incentives

A selection of major government-led programs and initiatives driving the development of
Saudi Arabia’s energy sector. Each entry outlines the program’s focus and key objectives,

along with notable outcomes or progress to date.

High Energy Demand and New Markets: Saudi Arabia’s electricity demand
continues to rise (~3-4% annually by some estimates) due to population and
industrial growth. Additionally, new markets like energy efficiency retrofits,
residential solar (just starting to open up), electric vehicle infrastructure, etc., are
in nascent stages. Being an early mover in these niches is a big opportunity with
less competition currently. For instance, few companies specialize in energy

storage solutions in KSA yet, so those who enter now can shape that sub-market.

Regional Hub Potential: Saudi aims to be a hub for the region; once a company
is established in KSA, it can more easily expand to neighboring countries (given
Saudi’s influence on Gulf standards and as a reference client). One interviewee
noted after proving themselves in KSA, they won projects in Oman and UAE
partly on that reputation. So Saudi can be a springboard to the whole Middle East

an opportunity for companies thinking beyond one country.

Talent Development Initiatives: There’s a big push to train Saudi engineers
(scholarships, new university programs, vocational training expansions). This
means an increasing pool of talent is emerging. Companies that plug into these

initiatives by offering internships, hiring fresh grads, sponsoring training

programs can gain loyal, skilled employees. Essentially, the opportunity is to

build a top-notch local workforce supported by government education programs
(like sending students abroad, opening engineering colleges, etc.). In long run,

that’s a huge competitive advantage for those who have the best talent.
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Threats (external challenges and risks):

Intense Competition: As identified in our Five Forces analysis, the market is
attractive and thus crowded. Global giants (GE, Siemens, ABB, etc.), well-funded
local firms, and increasingly Chinese entrants (like Huawei in solar inverters or
State Grid in grid contracts) are all vying for projects. This leads to price wars and
thin margins. Some companies are willing to underbid (even unsustainably low)
to gain strategic entry a threat to all as it can drive down profitability market-
wide. We heard of cases of extremely low bids from newcomers (sometimes
backed by their governments to get a foothold) which incumbent firms had to

match or lose market share.

Regulatory Changes/Uncertainties: While the direction is positive
(liberalization, support), sudden changes can occur. For example, if Saudization
quotas for certain engineering jobs are raised unexpectedly, a firm might struggle
to comply quickly and could face penalties or inability to get visas for needed
expats threatening operations. Or shifts in project award criteria (like increasing
the weight of cost vs quality) could upset those who invested in quality. Also, if
oil prices dip severely, the government might delay projects or payments, directly
impacting the sector’s pipeline (we saw a bit of that in 2016-17 a threat of

volatility).

Localization Pressure as Double-Edged Sword: If a company doesn’t localize
fast enough, they may be penalized (losing business to those who did).
Conversely, if they transfer too much tech or know-how, they could create local
competitors. Indeed, several foreign companies quietly worry that today’s partner

could become tomorrow’s rival once they learn the business (for instance, a local

partner in a JV might eventually start their own competing firm). So the very push

for local empowerment can threaten foreign firms’ long-term dominance unless

managed via continuous innovation and partnership harmony.

Environmental and Market Shift: The global shift to renewables is an
opportunity for some but a threat to those tied to fossil fuel technologies. A

company heavily in oil & gas services might find its main market shrinking or
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being deprioritized by the state in favor of renewables requiring them to pivot or
face decline. Also, climate extremes themselves are a threat: rising temperatures,
more frequent sandstorms due to climate change could stress equipment more,
requiring continuous innovation to cope (which if companies fail to do, their tech
might become unsuitable). Additionally, global ESG criteria might make it harder
for firms that don’t clean up their act to secure international funding or

partnerships.

After analyzing SWOT, it becomes clear that leveraging strengths to seize opportunities
is where companies find success: e.g., using technology leadership (strength) to tap into
the big renewables projects (opportunity) by offering something few others can. And
addressing weaknesses to mitigate threats is equally crucial: e.g., a company might
mitigate its high cost base (weakness) to survive competitive price pressure (threat) by

local manufacturing and supply chain localization to cut costs and prices.

Our cases showed that companies actively turned weaknesses into strengths over time.

For example, cultural barrier weakness was addressed by intensive local hiring and

training, making it a strength of having a bicultural team. Or limited local footprint

weakness was addressed by quickly investing in a local facility (turning into a strength of

being a local producer).

Responding to the environment effectively requires being proactive. The SWOT analysis
in sum shows a sector full of potential but requiring strategic acumen to navigate
challenges. It underscores that firms must be proactive the environment rewards those
aligning with Vision 2030 trends (opportunities) and punishes those who remain static in

face of rising local expectations (threats around localization).

This SWOT summary ties closely to earlier discussions: strengths like tech and
partnerships link to how they overcame entry barriers; weaknesses like cost and cultural
gap explain why partnerships and adaptation were needed; opportunities like mega-
projects explain why everyone is keen to enter; threats like competition and localization
pressure explain why some strategies (like partnership, localization, innovation) are not

just optional but necessary to survive.




Table 5.4.3: SWOT Analysis of the Saudi Energy Sector Business Environment

Category Details

Strengths Abundant energy reserves, government backing, strong global position

Weaknesses Dependence on oil exports, red tape, limited R&D capacity

Opportunities |  Energy diversification, regulatory reforms, global green energy demand

Threats Geopolitical instability, global price shocks, foreign competition

Analysis of the business climate for the energy sector in Saudi Arabia, focusing on
factors that influence investment and operations (distinct from the technical/resource-

focused SWOT in Table 1).

Next, we put this in the broader context of PESTLE analysis to ensure we’ve captured the
macro factors, and then an industry-level Five Forces analysis to see how these drive the

need for those strategies we’ve detailed.

5.5 PESTLE Analysis: Macro Environment of Saudi Energy Sector

A PESTLE analysis helps further contextualize the findings by examining the macro-
level factors influencing business strategies in the Saudi energy sector. Here we outline
the key Political, Economic, Social, Technological, Legal, and Environmental factors,

many of which have been touched on, but now systematically:

o Political: Saudi Arabia has a stable political environment, characterized by a
strong monarchy that has consistently supported development initiatives. For
businesses, this stability and top-down drive (like Vision 2030 spearheaded by the
Crown Prince) mean that government support is a major positive ministries and
programs actively facilitate industry growth (e.g., Ministry of Energy setting clear
targets, Ministry of Investment assisting foreign investors). Political leadership
has been vocal about partnering with the private sector and attracting foreign
technology. This political will translates into initiatives like IKTVA and local
content enforcement, which, politically, are aimed at ensuring local benefits from
foreign participation. However, politically, companies must also be cognizant of

compliance with regulations and sometimes navigate bureaucracy or varying
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expectations of different agencies (e.g., Ministry of Labor vs Ministry of

Investment might have different priorities).

Economic: Saudi Arabia boasts the largest economy in the Middle East and has
strong government finances (despite oil price fluctuations, the Kingdom has
substantial reserves and now PIF investments to back projects). The economic
vision is diversification, meaning heavy investment into new sectors and
infrastructure including energy diversification. For companies, this means a lot of

economic opportunity as seen with Aramco’s $9B localization investment and

Saudi’s plan to invest SAR 250B (approx. $67B) in the power sector over 10

years. Growth in electricity demand ~3-4% annually also drives continuous

expansion of capacity (some 4 GW new capacity a year needed, etc.).

Social: Saudi society is young (over half under 30) and increasingly well-
educated, with many engineering graduates returning from abroad or local
universities. Socially, there is high demand for jobs hence every project or
partnership is measured by how many Saudi jobs it creates. Companies that are
sensitive to this (e.g., through training programs, university collaborations, visible
community efforts to hire locals) gain a social license to operate or at least

goodwill.

Technological: Technologically, Saudi Arabia is aiming to be at the forefront in
certain areas (e.g., NEOM with high-tech smart city vision, significant
investments in Al via SDAIA, etc.). The energy sector specifically is rapidly
adopting advanced tech: smart grids, [oT sensors on infrastructure, Al for demand
forecasting, drones for line inspection, etc. Companies operating here must bring
modern tech or risk obsolescence. The government has shown willingness to pilot
new technologies (like blockchain for renewable certificates tested by SEC

recently). This openness is an opportunity for innovative firms.

Legal: Legally, Saudi Arabia has made many reforms to encourage business. Now
100% foreign ownership is allowed in most sectors (no need for a local sponsor in
many cases), and starting a business has been streamlined (as reflected in

improved Doing Business rankings pre-2020). A new Public-Private Partnership
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law was introduced to facilitate private investment in traditionally public sectors
(power, water). Procurement laws have been updated towards transparency and

favoring value, not just lowest price (though enforcement of “value over cost” can

vary).

Environmental: Environmental factors are increasingly significant in energy.
Climate and geography pose operational challenges extreme heat (50°C
summers), dust and sandstorms mean equipment must be ruggedized (which
many engineering solutions now focus on e.g., air-conditioned enclosures for
electronics, special coatings). Water scarcity intersects with energy (desalination

is energy-intensive; innovation needed for efficiency).

In conclusion, the PESTLE analysis reveals a macro-environment in Saudi Arabia that is
overall conducive to ambitious business endeavors in the energy sector, provided
companies align with national goals and are adaptive to local conditions. Politically and
economically, the support and investment are there. Socially and technologically, trends
favor modern, responsible companies (a young tech-savvy workforce and demand for
innovation). Legally, while requirements are rising, they level the field and push for
quality and local benefit (which serious players can meet). Environmentally, the
transition to sustainability opens new avenues for growth (for those in renewables/clean

tech), while imposing new requirements to manage for traditional operations.

Companies that understand and adapt to these PESTLE factors which in our study’s
subjects largely did position themselves for success. This context helps explain why the
strategies identified (local partnering, innovation, localization) are so critical: they’re
essentially responses to these PESTLE conditions (e.g., partnership to manage

political/regulatory/social aspects, innovation for technological and environmental

demands, localization for legal and economic incentives).

5.6 Porter’s Five Forces Analysis: Industry Competitiveness

This framework assesses the competitive intensity and profitability of the Saudi energy

sector, particularly in electrical and electronics segments.




1. Threat of New Entrants: Moderate

The Saudi energy market is attractive due to its size and government investment, but high

barriers limit easy entry:

e Barriers to Entry: High capital requirements, complex regulations (IKTVA,

Saudization), and the need for local partnerships deter new players.

Incumbent Advantages: Established firms (e.g., ABB, Siemens) enjoy

reputational benefits and operational infrastructure, giving them an edge.

Government Incentives: While challenging, entry is possible for firms with
differentiated technologies or those willing to partner locally, aided by PIF

support or fast-track licensing.
2. Bargaining Power of Suppliers: Low to Moderate

e Component Supply: Diverse global and local sourcing options reduce individual

supplier power.

Specialized Technology: Niche licensors hold higher power, but competition

among tech providers exists.

Labor: Limited availability of skilled Saudi talent boosts labor bargaining power,

especially under Saudization.

Utilities: Energy and water inputs are low-cost and state-controlled, with minimal
leverage over businesses.
Overall, most supply inputs are competitive, though specialized services and

skilled local labor can exert influence.

3. Bargaining Power of Buyers: High

Main Buyers: Entities like SEC, Aramco, and government agencies are powerful,

professionalized, and cost-driven.

Procurement Power: Buyers issue tenders, drive prices down, and enforce

localization terms.




o Self-Reliance: Some buyers (e.g., Aramco) are developing in-house capabilities,
further reducing dependence on external vendors.
Due to market concentration, companies must align with buyer demands

(localization, pricing) or risk exclusion from major opportunities.
4. Threat of Substitutes: Moderate

o Technology Shift: Movement toward renewables, digital grids, and energy

storage threatens traditional technologies.

Client Internalization: Big clients may build internal capacity (engineering,

manufacturing), substituting vendors.

Delaying Investments: Budget-conscious buyers may defer upgrades or extend
asset life, reducing new demand.
Substitution drives innovation and portfolio diversification—firms must adapt or

lose relevance.
5. Rivalry Among Existing Competitors: High

o Market Dynamics: Global and local players compete aggressively; frequent

bidding compresses margins.

Localization Impact: Government policy has spawned new local competitors,

raising competitive intensity.

Consortia & Coopetition: Sometimes firms collaborate to share risks and win
projects, balancing rivalry.
Price often outweighs differentiation, though innovation and partnerships help

firms stay competitive.

In conclusion, Porter’s five forces indicate that the Saudi energy sector presents rich
opportunities but also intense challenges. High buyer power and fierce competition

require companies to adopt strategies centered on localization, innovation, and

partnerships. These strategies not only enhance competitiveness but also serve as

practical responses to the industry forces shaping the market.




All together, the results and analysis sections have answered the research questions:
effective market entry involves partnership and adaptation; strategic partnerships strongly
contribute to success; innovation (especially open collaboration) is crucial; and external

analyses (SWOT, PESTLE, Five Forces) explain why those strategies are needed and

how companies can find competitive advantage in the Saudi energy sector’s particular

context.




Chapter 6: Conclusions

In summary, the Saudi energy sector is experiencing significant transformation, driven by
strategic business development, policy reform, and Vision 2030 initiatives. The most
effective market entry strategies are those that align with national priorities and
regulations. Foreign companies that partnered with local firms or formed joint ventures
navigated the market more successfully by leveraging local knowledge and minimizing
risks related to regulation and competition. These collaborations are strongly encouraged
by the government, which sees partnerships as essential to economic diversification and

private sector growth.

Strategic partnerships emerged as a central theme. Public-private alliances, as well as
collaborations between Saudi and international firms, accelerated access to capital,
technology, and projects. Notable examples include PIF’s partnerships with SoftBank and
ACWA Power. These partnerships offer mutual advantages: local companies gain global
expertise and financing, while foreign players benefit from market access and regulatory
support. When partnerships are built around shared goals like tech transfer or

infrastructure investment, they drive business growth and innovation.

Innovation is also a critical pillar. Firms that embraced R&D, digital technologies (like
smart grids and AI), and new business models gained a competitive edge. Saudi Arabia is
boosting national innovation efforts, aiming to raise R&D spending from 0.5% to 2.5% of

GDP by 2040. This commitment is supported by initiatives such as the Research,

Development, and Innovation Authority, creating an ecosystem that supports

experimentation and collaboration between firms, academia, and global experts.

The study concludes that market entry, partnerships, and innovation are interconnected
drivers of success. Aligning with Vision 2030’s focus on localization and renewable
energy, forming collaborative ventures, and investing in innovation are best practices.
Challenges remain including bureaucracy, talent shortages, and oil market volatility but

companies that respond flexibly and build local capacity demonstrate resilience.

In sum, sustainable growth in the Saudi energy sector requires a synergistic strategy:

enter through partnerships, expand through collaboration, and compete through
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innovation. This integrated approach supports both short-term success and long-term

contributions to Saudi Arabia’s evolving energy future.




Chapter 7: Summary of Key Recommendations to Companies

To drive business development and achieve long-term growth in the Saudi energy sector,

companies both local and international should consider the following strategic actions:
1. Facilitate Market Entry through Strategic Local Partnerships

Companies looking to enter the Saudi energy market should proactively seek local
partners to navigate the regulatory landscape, accelerate licensing, and gain market
insights. Forming joint ventures or alliances with Saudi entities not only eases entry but
also enhances credibility and speeds up localization efforts. Leveraging local investment

centers and existing support structures can also reduce costs and administrative burdens.
2. Prioritize Strategic Partnerships as a Growth Engine

Firms should integrate partnerships into their core business strategies whether through
joint ventures, project consortiums, research collaborations, or supplier development
agreements. Engaging in structured partnerships provides access to capital, resources, and
local knowledge while aligning with Saudi Arabia’s Vision 2030 objectives. Companies
are encouraged to take initiative in formalizing such partnerships and identifying long-

term, value-adding collaborators.
3. Invest in Human Capital and Innovation Ecosystems

To remain competitive, companies must invest in local workforce development and

R&D. Establishing innovation hubs, training centers, or incubators within Saudi Arabia

will not only build internal capabilities but also attract government support. Partnering

with universities, offering scholarships, and providing internships or apprenticeships will

help close talent gaps and ensure a future-ready workforce aligned with industry needs.

4. Embed Knowledge Transfer and Local Content in Business Models

Companies should integrate knowledge transfer and local content requirements into all
projects and contracts. This includes training Saudi staff, sourcing from local suppliers,

and creating clear technology transfer mechanisms. Adopting models like Aramco’s
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IKTVA in their operations will enhance localization, meet regulatory expectations, and

build long-term market resilience.
5. Diversify the Energy Portfolio and Integrate Sustainability

Companies should diversify their offerings by investing in renewables and clean
technologies such as green hydrogen, solar, wind, and carbon capture. This aligns with
global energy trends and positions companies as strategic partners in Saudi Arabia’s
energy transition. Early investment in sustainability-oriented projects also opens up new

market segments and potential government-backed opportunities.
6. Align with and Adapt to the Policy Environment

While the government sets the regulatory framework, companies must stay informed and
aligned with policy directions. Businesses should monitor developments in public-private
partnership laws, energy pricing reforms, and Vision 2030 strategies. Building internal
policy engagement capabilities and maintaining strong relationships with regulators can

enhance agility and compliance.
7. Track Performance and Engage in Continuous Research

Companies should implement key performance indicators (KPIs) to evaluate the success
of their partnerships, innovation activities, and localization efforts. Metrics such as the
number of patents, new products, or efficiency improvements will guide strategic
refinement and demonstrate value to stakeholders. Engaging in applied research either in-

house or in collaboration with academic institutions can further enhance competitive

positioning.

Summary:

By applying these recommendations, companies can thrive in the evolving Saudi energy
sector. Strategic partnerships, investment in local talent and innovation, sustainability,
and responsiveness to the local context will be essential for long-term success. Those
who take proactive steps will not only contribute to Vision 2030’s goals but also secure a

lasting role in Saudi Arabia’s diversified and globally competitive energy future.




Table 7.1: Proposed Growth Strategies and Expected Outcomes for Saudi Arabia’s

Energy Sector

Strategy

Expected Outcome

Foster Joint Ventures with Local Players

Improved market access and shared risk

Leverage Government Programs for Incentives

Access to funding and policy support

Invest in Renewable Energy Innovation

Technology leadership and sustainability edge

Adopt Localization in Manufacturing

Cost efficiency and compliance with IKTVA

Enhance Regulatory Engagement and Policy Alignment

Smoother approvals and long-term stability

Strategic recommendations to foster growth and resilience in the Saudi energy sector,

with a summary of the anticipated outcomes of each strategy.
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Appendices
Appendix A: Summary of Case Study Companies

ACWA Power (Saudi Arabia)

A leading Saudi developer and operator of power and water plants, ACWA Power has
expanded significantly through public-private partnerships and global consortia. The
company plays a key role in renewable energy initiatives—such as the NEOM green
hydrogen project—and is recognized for its innovative financial models and early

adoption of solar energy technologies.

Saudi Aramco (Saudi Arabia)

As the national oil company and a global energy powerhouse, Aramco exemplifies
strategic diversification through sustained investment in R&D, innovation centers, and
startup incubation programs (e.g., Wa’ed). Its localization initiatives, notably the IKTVA
program, have helped build resilient domestic supply chains and advance industrial

growth aligned with Vision 2030.

General Electric (USA)

GE has had a longstanding presence in Saudi Arabia, evolving from an equipment
supplier into a key local partner in manufacturing and innovation. Through joint ventures,
collaborations with Aramco and SEC, and academic partnerships, GE has contributed to
workforce development and introduced advanced technologies tailored to the Saudi

energy context.

Combined Insights

These case studies represent three distinct yet complementary strategies:
e Domestic firms scaling through global alliances (e.g., ACWA Power)
o National incumbents advancing innovation and diversification (e.g., Aramco)

o International entrants embedding locally through partnerships (e.g., GE)

Collectively, they reinforce the core finding of this research: market entry strategy,

strategic partnerships, and innovation are key enablers of long-term business

development in Saudi Arabia’s energy sector.
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Appendix B: SWOT Matrix of the Saudi Energy Sector

Strengths
e Abundant natural resources (oil and gas)
e Strong policy direction and support under Vision 2030
e World-class infrastructure and leading national players (e.g., Aramco, SABIC)
Weaknesses
e Historic over-reliance on oil revenues
Underdeveloped renewable energy segments until recently
Skills shortages in advanced technologies and R&D
o Inefficient energy use due to legacy subsidy structures
Opportunities
o Significant potential for solar and wind energy development
Increased interest from foreign investors and liberalized market access
Ambitious reforms, including privatization and energy sector tenders

Strategic national goals such as generating 50% of electricity from renewables by
2030

Threats
e Global shift toward clean energy may reduce long-term oil demand
Volatility in oil prices affecting fiscal stability and investment flows

Regional geopolitical risks impacting energy infrastructure and investor
confidence

Conclusion

This SWOT analysis highlights the Saudi energy sector’s robust foundation and favorable

policy environment. However, to fully capitalize on emerging opportunities, stakeholders

must reduce oil dependency, cultivate human capital, and address external risks through
strategic innovation and diversification. These findings directly inform the

recommendations presented in Chapter 7.
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