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The Curse of Plenty 
Countering Saudi Arabia’s Emerging Oil Crisis through Energy Diplomacy  
 
 
Saudi Arabia is projected to become a net oil importer by the 2030s, a shift which threatens 
economic and social stability in the country, world energy market security, and U.S. interests in 
the Middle East. Saudi efforts to diversify energy consumption and increase natural gas 
production are insufficient to address their emerging energy problems. To counter this trend, the 
United States should broker an energy deal between the Kingdom and Qatar, a neighbor rich in 
natural gas. Additionally, the United States can assuage any Saudi fears of supply disruption by 
guaranteeing access to U.S. natural gas exports. In the event a regional energy deal is not 
secured, Saudi Arabia should have the option of importing U.S. natural gas. 
  
 
 
Introduction 
  
Since its founding in 1932 the Kingdom of Saudi Arabia has had considerable global economic 
and political influence as the holder of the world’s largest strategic oil reserves.1 However, due 
to increased internal energy consumption, the Kingdom is projected to become a net oil importer 
by the 2030s. This trend has the potential to destabilize energy markets and threaten Saudi 
internal and regional security. In response, the Saudi government has sought to diversify its 
energy sources, but the Kingdom’s current plans are insufficient to address the emerging energy 
challenge.  
 
This white paper argues that the United States should work with Saudi Arabia to broker natural 
gas import deals—in particular, with Qatar. Such deals would provide the Kingdom time to 
diversify internal consumption and initiate structural reforms to achieve a sustainable energy 
future.2 
  
 
 
Saudi Arabia’s Emerging Energy Crisis Threatens its Stability 
 

Our analysis shows that if nothing changes [Saudi Arabia] may have no available oil for 
export by 2030.  

− Heidy Rehman, Citigroup3 
   
A looming energy crisis threatens to undermine Saudi Arabia’s position as a key oil producer 
and strategic U.S. ally. The country’s growing population and expanding industry, combined 
with energy and water subsidies, have led to waste and overconsumption, threatening oil 
revenues and internal stability. Reports by Jadwa Investments, Chatham House, and Citigroup all 
agree that, without change, the Kingdom will become a net oil importer in the 2030s (see figure 
1).4   
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Figure 1: Saudi Arabia’s Energy Future5 

 
 
 
Saudi Arabia’s Internal Energy Consumption is Increasing Exponentially 
 
Saudi energy needs are met principally by oil and natural gas. The Kingdom currently consumes 
around one quarter of its domestically produced oil and all of its domestically produced natural 
gas. With annual demand growing by 7 percent, Saudi generating capacity will need to increase 
from 45 gigawatts (GW) to 70 GW by the end of this decade.6  
 
 

Figure 2: Saudi Arabia’s Growing Energy Needs 

 
 

• Growing Saudi population. Saudi Arabia’s population has doubled over the past 20 years, 
currently exceeding 28 million, and is projected to reach approximately 40 million in the 
2030s.7 Consequently, 60 percent of the total Saudi population is 20 years old or 
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younger.8  
 

• Expansion of Saudi industry. The Kingdom’s attempts to diversity its oil-based economy 
has led to massive growth in its industrial sectors. 9  Most notably, high energy 
consumption industries, such as the petrochemical industry, have expanded rapidly.10 
Industry consumes an increasing proportion of Saudi energy, currently just under one 
fifth of total oil and gas demand.  
 
The most important alternative industry in Saudi Arabia is the petrochemical industry. 
According to the state-owned oil company, Saudi Aramco, “by 2015 the Kingdom’s 
petrochemical production is projected to increase from today’s levels of about 60 million 
tons per year to more than 80 million tons per year.”11 These high-energy industries are 
important to government diversification plans; however, they will further exacerbate 
Saudi Arabia’s energy consumption problem. 

 
• Increased water consumption. Saudi Arabia is the largest producer of desalinated water 

in the world, manufacturing 3 million cubic meters of water daily, with demand expected 
to increase.12 Projections for water demand are forecasted to grow to 10 million cubic 
meters per day by 2025.13 Furthermore, water required for industrial uses will increase 
threefold by that time.14 Desalination is an energy intensive practice. For example, Saudi 
Arabia uses 1.5 million barrels of crude oil per day (mb/d) to desalinate water.15 As water 
consumption rises, larger quantities of oil will be used to power water desalination plants.  
 
Government subsidies encourage excessive water consumption. In the spring of 2010, 
Saudis paid less than $0.03 per cubic meter of water, only one percent of the water’s true 
cost.16 This subsidy allows for continued waste as “municipal development and mega 
projects receive government approval without consideration of energy use or water 
footprint.”17 Saudi citizens consume more energy and water than the United States and 
almost double that of Japan.18 As the Saudi population continues to grow, energy and 
water consumption will increase rapidly. 

  
• Effect of Saudi energy subsidies. The highly subsidized energy sector has increased the 

need for energy-generating capacity. Most residential consumers are billed 0.12 Saudi 
Riyals per kilowatt-hour, or about $0.03, which falls far below its true cost.19 It has been 
reported that “[t]he Kingdom pays around 70% to 75% of the actual bill of energy 
prices…” and that these subsidies correlate with an increase in internal consumption.20 
These price differentials also apply to gasoline prices, with Saudi consumers paying well 
below market price.  
 
Low energy prices inevitably decrease energy efficiency. For example, the average 
efficiency of air conditioners in Saudi Arabia is “estimated to be eighteen percent below 
the current global average” while buildings in the Kingdom continue to be built without 
proper insulation.21 Subsidies have encouraged high energy use per capita, increasing 
domestic consumption of oil and natural gas.22  

    
• Growing Saudi demand for natural gas. Saudi Arabia’s internal natural gas demand is 
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expected to double by 2030, which is alarming for a country that has banned natural gas 
imports.23 Forecasts by Saudi Aramco have projected an annual 3 percent increase in 
natural gas demand from the year 2007 to 2030 with internal demand reaching 111.6 
billion cubic meters (bcm) by 2020 and 150 bcm by 2030.24  Comparatively, the 
International Energy Agency (IEA) projects annual gas production will increase to 125 
bcm by 2030, leaving a shortfall of around 25 bcm in 2030.25 As demand growth 
outpaces natural gas production towards the end of this decade, the Kingdom will 
increasingly turn to crude oil to satisfy internal energy needs. 
  

These five factors—population growth, industry expansion, energy subsidies, water 
consumption, and a heightened demand for natural gas—are not the only ones affecting Saudi oil 
consumption. The lack of energy efficiency standards and the absence of significant public 
transportation are also responsible. Without change, these factors will cause Saudi Arabia to 
become a net oil importer in the 2030s, threatening the country’s internal stability.  
 
 
Saudi Arabia’s Emerging Oil Crisis Threatens Internal Stability 
    
Saudi Arabia’s petroleum sector accounts for 80 percent of budget revenues, 45 percent of GDP, 
and 90 percent of export earnings.26 According to Chatham House, “with the country’s high 
dependence on oil revenues the economy would collapse before [Saudi Arabia becomes a net oil 
importer].”27 If so, Saudi Arabia will be vulnerable to economic and social crises.28 This trend is 
medium term, which means that Saudi Arabia is approximately 20 years away from an energy 
crisis. As oil exports fall, Saudi Arabia will see the decrease and eventual loss of its lucrative oil 
income. The country’s economy will not be able to cope with this devastating loss. A growing 
population and expected energy and water subsidies will complicate the government’s abilities to 
provide for its people, increasing the probability of unrest.29  
 
 

Figure 3: Energy Consumption and Domestic Unrest 
 

 
 
 
The ripple effects from internal Saudi instability could spread to other energy producers in the 
region, notably member states of the Gulf Cooperation Council (GCC). An unstable Saudi 
Arabia also would threaten U.S. interests in the Middle East and the stability of global oil 
markets. 
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An Unstable Saudi Arabia Threatens U.S. National Interests  
 

Saudi Arabia's unique role in the Arab and Islamic worlds, its possession of the world's 
largest reserves of oil, and its strategic location make its friendship important to the 
United States.  

− U.S. Department of State30 
 

Saudi Arabia is a strategic U.S. ally and global oil producer. The Kingdom maintains the largest 
spare oil production capacity in the world, meaning that it holds a significant amount of potential 
oil production in reserve.31 These reserves allow Saudi Arabia to compensate for oil supply 
shortfalls that could cause volatility in energy prices. The Kingdom also plays an important role 
in preserving regional Middle East stability and is a key U.S. partner in regional military and 
counterterror affairs. 
 
  
An Unstable Saudi Arabia Threatens Oil Market Stability  

  
Saudi Arabia has a total oil production capacity of 12.5 million barrels of crude oil per day 
(mb/d), the maximum amount of oil that can be produced with current infrastructure.32 While the 
Kingdom can produce 12.5 mb/d, it currently produces around 10 mb/d, leaving 2.5 mb/d in 
spare production capacity, which Saudi Arabia uses to stabilize prices in oil markets.33   

• Growing importance in oil markets. One-fourth of global crude oil sales originate in 
Saudi Arabia.34 With demand growing from developing countries, the IEA and the 
Energy Information Administration (EIA), among others, project that Gulf producers, 
most notably Saudi Arabia and Iraq, will need to meet an increasing share of the world’s 
demand for oil.35  
 

• Leader in stabilizing oil markets. With the world’s largest spare production capacity, the 
Kingdom can increase oil production in response to supply shortfalls, stabilizing price 
volatility.36 In a recent example, Saudi Arabia increased its oil production to compensate 
for a loss of crude oil output during Libya’s civil war in 2011.37 The news of Saudi 
Arabia’s intervention returned oil prices to $111 per barrel following a two and a half 
year high of $119 per barrel.38 Without Saudi Arabia’s ability to offset supply shocks, oil 
supply disruptions would be damaging to global markets.39     

 
Saudi Arabia’s position as the largest producer of oil, coupled with its ability to stabilize oil 
markets, makes the Kingdom a vital contributor to energy market security.40 Instability in such 
an important energy producing country would increase volatility in energy markets, directly 
affecting the United States.41 
  

 
An Unstable Saudi Arabia Threatens Middle East Stability and Regional U.S. Policy 
     
Saudi Arabia has been a key regional ally of the United States. The Saudi Foreign Minister, 
Prince Saud al-Faisal, has stated that Saudi Arabia and the United States differ over few policy 
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objectives, enabling extensive cooperation on Middle East affairs.42   
  

• Regional stability and financial aid. The Kingdom is a senior player in the Arab world, 
having the capacity to influence many issues important to U.S. interests and maintain 
regional stability.43 Saudi Arabia’s financial aid to struggling Arab economies has 
assisted countries in the aftermath of Arab Spring uprisings.44 For instance, the Kingdom 
recently pledged $4 billion to the Egypt, which suffered a significant loss of tourism and 
investment due to its political upheaval.45 Saudi Arabia also has given $3 billion to the 
Lebanese military and supports pro-Western factions in the country.46  

 
• Balancing Iran. Saudi Arabia acts as “as a bulwark against Iranian expansion.”47 Saudi 

Arabia’s ability, for example, to compensate for the loss of Iranian oil reduced the effect 
of sanctions on the international community.48  

 
• Strong U.S.-Saudi military relations. Military relations between Saudi Arabia and the 

United States remain strong with the Kingdom being a major purchaser of American 
military technology.49 Furthermore, during the Iraq War, the Saudis allowed U.S. forces 
to coordinate air strikes out of Prince Sultan airbase, granted overflight rights to U.S. 
planes and missiles, and staged areas for U.S. Special Operations forces to mount 
assaults into western Iraq.50 Additionally, the United States operates a drone base in 
Saudi territory, used to strike targets in Yemen.51 

  
In an increasingly volatile Middle East, Saudi Arabia continues to be an indispensable stabilizing 
force and strategic American ally.  
  
    
An Unstable Saudi Arabia Threatens Counterterrorism Efforts   
  
Saudi Arabian counterterrorism efforts and cooperation with U.S. intelligence agencies have 
been immensely valuable.52 Recent reports from the Department of State recognize the Kingdom 
for maintaining “a robust counterterrorism relationship with the United States.”53 These efforts 
have yielded joint task forces to pursue leads on terrorist networks and financing operations.54 
  
Since 2008, the establishment of a U.S.-Saudi interagency program has expanded 
counterterrorism efforts and helped the Kingdom safeguard critical infrastructure.55 Additionally, 
the Saudi government treats Al-Qaeda as a direct threat to national security, making “serious and 
effective efforts” to combat the transfer of funds to extremists.56 The Kingdom’s extensive 
counterterrorism operations have resulted in a significant number of arrests. 57  Given the 
persistence of terrorism threats, continued U.S. cooperation with Saudi Arabia is essential. 
   
Saudi Arabia’s influence on energy markets, regional stabilization, and willingness to cooperate 
on shared security threats makes the Kingdom an important strategic U.S. ally. Such ties “would 
be difficult for [the United States] to fully…replace.”58 An unstable Saudi Arabia following an 
oil crisis will weaken its role as an effective U.S. partner and oil price stabilizer, threatening 
American national interests.  
 



7 
!

The Limitations of Saudi Arabia’s Current Response 
 

If your nuclear program is behind schedule, your solar development is still experimental, 
and you haven’t found natural gas, what fuel are you going to use?  

− Thomas Lippman, Senior Fellow, Middle East Institute59 
 
Saudi Arabia is exploring alternative energy sources to ensure future oil exports and satisfy 
increased internal demand. Currently, the Kingdom meets its energy needs solely through natural 
gas and oil. As internal energy demand increases, the Kingdom intends to grow its energy 
production capacity from 55 gigawatts (GW) to 120 GW by 2020, requiring more natural gas and 
oil.60  In response to its impending energy crisis, Saudi Arabia is attempting to diversify and 
increase energy efficiency. 
 
 
Natural Gas 
  
Saudi Arabia has increased investment in exploration, production, and processing of natural gas 
resources, which is essential to minimize its reliance on oil.61 Saudi Arabia’s Minister of 
Petroleum and Mineral Resources Ali Al-Naimi has stated that the Kingdom intends to increase 
natural gas processing capacity to more than 15.5 billion cubic feet per day by 2015.62 
Additionally, Al-Naimi has indicated a 27 percent increase in natural gas reserves and a 60 
percent increase in production between 2000 and 2009.63  Placing the burden of internal 
consumption on natural gas is intended to secure Saudi Arabia’s energy future and oil exports. 
  
Saudi Arabia has encountered several problems in its efforts to increase natural gas production. 
Historically, natural gas was extracted simultaneously with crude oil.64 Therefore, subsidized 
costs for natural gas within the country were justified on the basis that natural gas was a by-
product of oil extraction. If Saudi Arabia wishes to increase natural gas production, it has to 
produce more oil or develop costly non-associated natural gas fields. In April 2013, Al-Naimi 
announced that the Kingdom did not plan to boost oil production capacity for the next 30 years 
due to energy market conditions.65 Thus, the Kingdom’s only option is the development of costly 
non-associated fields. However, recent explorations have not been promising.66  Consequently, 
due to the high cost of developing non-associated gas fields and disappointing exploration 
results, natural gas production is not a practical option to mitigate future energy demands.  
 
 
Nuclear Power 
 
In 2006, the Saudis jointly announced plans with their GCC partners to pursue nuclear energy. 
The government plans to construct 16 nuclear plants by 2032, intended to meet one-sixth of the 
Kingdom’s electricity needs.67 The overall goal is for nuclear power to constitute 20 percent of 
energy production.68 However, the year 2032 puts the completion of this project within range of 
when Saudi Arabia is expected to become a net oil importer. 
 
Major problems hinder Saudi Arabia’s move towards nuclear power, such as:  
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• Plant safety. The Gulf coast is a seismically active area; any nuclear plant would have to 
be placed inland, most likely between Riyadh and Jeddah.69 The location of these nuclear 
power plants would thus require seawater to be pumped 30 miles from the coast, which 
would make cooling reactors in the Saudi desert difficult, raising safety concerns.70   
 

• Government division. The decision on whether to develop nuclear power has divided the 
Saudi government. In particular, the oil ministry does not favor a nuclear program.71  
 

• Lack of available expertise. For 25 years, the Saudis have neglected their nuclear 
program. As a result, there is currently a “lack of available nuclear power experts” in the 
Kingdom.72  
 

Most recently, in September 2013, Westinghouse Electric Company, Toshiba Corporation and 
Exelon Nuclear Partners signed a memorandum of understanding with the Kingdom to create a 
joint proposal for the construction of nuclear power plants.73 While Saudi Arabia has developed 
plans to advance its nuclear program, these plans do not address the time constraints imposed by 
increasing energy consumption within the country. Concerns regarding plant safety, lack of 
available expertise, and government division hamper progress towards developing nuclear 
power. 
 
 
Solar Power 
 
Saudi efforts to diversify into solar power are in the planning stages. Currently, the Kingdom’s 
overall plan is to generate 54 gigawatts of solar energy by 2032 at a cost of $109 billion.74 As a 
result, the government is expected to release its first plans to build solar panels, intended to 
generate 500 to 800 Megawatts of power. This project, if completed, would constitute only 
around 1 percent of current consumption.75 
 
There are still technical issues to solve with regards to the use of solar energy in the Kingdom.76 
Blowing sand can interfere with solar generation, while plans for the efficient use of solar energy 
are lacking. Furthermore, internal divisions on which entity in the country should own the rights 
of solar power generation have caused problems.77 These divisions have impeded coordination, 
stymied the opening of the solar industry to the private sector, and reduced the competitiveness 
of solar power in the Saudi energy market. Simultaneously, the projected completion of the 
Kingdom’s solar energy projects coincides with its impending energy crisis. 
  
 
Energy Efficiency 
 
Movement towards higher efficiency standards also is an option for the Kingdom. For instance, 
proper insulation would save 30 to 40 percent of villa power consumption.78 Experts also have 
highlighted the importance of improved industrial, appliance and transportation energy 
efficiency standards for reducing energy consumption.79 
 
To achieve any progress on efficiency standards, Saudi Arabia must reevaluate domestic energy 
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consumption. While the government has experimented with initiatives, such as sending text 
messages to remind people to turn off the air conditioning when they go out, greater government 
efforts are required.80 The current culture of energy waste is a large contributor to the energy 
problems that Saudi Arabia faces.  
 
Saudi Arabia’s current energy strategy will not meet its needs by 2030. Thus, the Kingdom must 
seek alternative solutions, which will offer the Riyadh time to implement necessary structural 
and diversification plans. 
 
 
 
Policy Recommendation: Broker a Regional Natural Gas Deal 
 

To manage the challenges of the emerging new energy order, and to leverage the 
opportunities presented by surging U.S. unconventional energy resources, the United 
States will need to be a fully engaged participant in the relationships, institutions and 
foreign policy that are important to promoting well-supplied global markets. Playing a 
strong international leadership role is essential…to promote global oil market stability.  

− Elizabeth Rosenberg, Senior Fellow, Center for a New American Security 81 
   
Saudi Arabia’s impending need for natural gas and current inability to find an economical means 
to extract its natural gas reserves places the Kingdom in a position where it must find alternative 
ways to meet increased energy demand. Importing natural gas as a permanent or temporary 
component of the Saudi energy strategy offers a timely, cost-effective approach to alleviating the 
Kingdom’s medium-term energy challenges.82 The United States can assist Saudi Arabia by 
facilitating natural gas export deals between regional natural gas producers and the Kingdom. A 
recent energy deal brokered by the U.S. Department of State between Israel and Jordan 
demonstrates the role the United States can play in regional energy security issues.83 Washington 
may also consider offering natural gas exports to Saudi Arabia or guaranteeing exports as a 
means of facilitating deals with regional suppliers.  
 
  
Broker a Saudi-Qatari Natural Gas Export Deal  
 
Importing natural gas from Qatar to Saudi Arabia is a promising choice, considering Qatar’s 
proximity and status as a natural gas rich neighbor. Qatar shares a land border with Saudi Arabia, 
is the largest exporter of liquefied natural gas (LNG) in the world, and holds the third largest 
natural gas reserves.84 While politics has stifled regional natural gas deals in the past, the United 
States can serve as a regional facilitator. With U.S. mediation, a natural gas deal between Saudi 
Arabia and Qatar is possible. 
 

• Saudi-Qatari natural gas pipeline. Qatar’s proximity to Saudi Arabia makes the 
construction of a natural gas pipeline directly linking the two countries the most cost-
effective option. Since natural gas is less expensive than crude oil, natural gas imports to 
Saudi Arabia would allow the Kingdom to use less crude oil for internal energy 
consumption.85 Additionally, selling oil on the global market generates more profit than 
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selling it internally at subsidized prices. Qatari natural gas production is expected to reach 
240 bcm/year by 2015.86 According to the World Bank, this would lead to a surplus of 34 
bcm/year, a portion of which could be exported to Saudi Arabia.87 Due to Qatar’s 
proximity to the Kingdom, “pipeline gas trade is clearly the more economic option and 
should be pursued.”88 
  

• Potential stumbling blocks. Imports from Qatar, however, face geopolitical problems. 
Discussion of a natural gas pipeline, which would connect Qatari natural gas to other 
GCC countries—including Saudi Arabia, Bahrain, Oman, and the United Arab Emirates 
(UAE)—has been under negotiation since the 1980s.89 A limited pipeline between Qatar, 
the UAE, and Oman does exist.90 With the capacity to export 20 bcm/year of natural gas, 
this is the only pipeline in existence that connects Qatari natural gas exports to other 
GCC member states.91 For several reasons, however, Qatar has been reluctant to sell 
more natural gas to GCC partner states.92 Furthermore, the long-standing regional power 
struggle between Qatar and Saudi Arabia means that any deal must ease Saudi fears of 
energy dependence on Qatar.93  

  
• U.S. energy diplomacy. A deal to export natural gas from Qatar to Saudi Arabia might 

seem improbable, but it is not impossible, even in the current geopolitical climate. The 
United States has shown an interest in aiding Saudi energy diversification plans. For 
example, the Kingdom currently works with the U.S. Department of Energy to develop 
energy efficiency strategies and holds an annual Bilateral Energy Dialogue to “explore 
broader energy cooperation.”94 

  
Concurrent with this cooperation, the U.S. Department of State should broker a natural 
gas export deal between Qatar and Saudi Arabia, facilitating imports of Qatari natural gas 
through a pipeline to the Kingdom. The Department of State has already displayed its 
ability to mediate a Middle East natural gas deal between two contentious partners. In 
December 2013, the Wall Street Journal reported that Israel and Jordan were negotiating 
a sale of Israeli natural gas to Jordan, whose energy sector has been strained by natural 
gas disruptions from Egypt. The Journal further noted that “[a]ny agreement that could 
appear to make Jordan reliant on Israel would likely face domestic and Arab-world 
scrutiny” and asserted that “any gas supply deal could be especially fraught.”95 However, 
in February 2014 Israel and Jordan signed a natural gas export deal brokered by the 
United States.96 This deal demonstrates the role that Washington can play in addressing 
regional energy challenges. 

 
The United States should work to broker a natural gas export deal between Qatar and Saudi 
Arabia. To make the deal more palatable to the Saudis, the United States can guarantee LNG 
exports to Saudi Arabia in the event that Qatar cuts off supplies. In addition to its ability to 
facilitate energy deals, the rise of the United States as a major natural gas producer offers 
Washington greater leverage. 
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Leveraging Expanding U.S. Natural Gas Production to Broker a Deal 
  

We, it turns out, are the Saudi Arabia of natural gas, we’ve got a lot of it.  
− President Barack Obama97 

 
The United States has emerged as a prominent natural gas producer. According to a 2012 
Citigroup report, the upswing in natural gas production has placed North America in the 
“enviable position as a gas export hub” due to: (1) an abundance of natural gas reserves, and (2) 
an enviable location in proximity to Asia, Europe, and South America. The report asserts that 
“North America could act as the swing supplier” for natural gas in the world market.98 U.S. 
natural gas production is estimated to rise by around 40 percent between 2005 and 2050.99 In 
addition, it has been reported that the United States holds a future gas supply of around 2,100 
trillion cubic feet which “is sufficient to meet domestic market needs for around 100 years at 
current levels of consumption.”100 All of these factors put the United States in a position to 
influence the supply of natural gas in global markets, while allowing for sizeable future 
exports.101 The United States should “leverage the new and unique energy, economic and 
political circumstances to advance security interests.”102 With the rise in U.S. natural gas 
production, exports, or the promise of exports, can and should be used as policy tools.  
   

• Low-cost U.S. natural gas. Advances in U.S. drilling technology have allowed for 
extraction of new natural gas resources, making U.S. prices relatively cheaper than 
competitors.103 Unlike the oil market, the natural gas market is not global and thus does 
not operate on a singular price. For example, natural gas prices in Asia, and to a lesser 
extent Europe, are indexed to oil, while U.S. natural gas is largely priced on supply and 
demand fundamentals (or “Henry Hub” pricing).104 According to a report by Deloitte 
Consulting, one of the main attractions of U.S. natural gas is its availability under prices 
not indexed to the cost of oil.105 Since oil is substantially more expensive than natural gas 
in many markets, buyers can access natural gas in the United States, which is not linked 
to high oil prices.106 Domestic natural gas prices in the United States are therefore highly 
competitive compared to other exporters.107  
   

• Using LNG exports as a policy lever/method of last resort. The energy boom in North 
America has created an opportunity for the United States to use its increasing natural gas 
production as a policy tool. For example, when negotiating the proposed natural gas deal 
between Saudi Arabia and Qatar, the United States could guarantee exports of LNG to 
the Kingdom in the event of a Qatari supply disruption to assuage Saudi fears of 
dependence.108 LNG exports can provide timely relief in the event of supply disruptions, 
assuaging any Saudi energy security concerns.109 Current U.S. law prohibits the import or 
export of natural gas, including LNG, from the United States without the prior approval 
of the Department of Energy.110 The U.S. government should implement the appropriate 
procedures to accelerate approval of LNG exports to the Kingdom, which would signal 
Washington’s commitment to Saudi energy security. If the United States is unable to 
negotiate a deal between Saudi Arabia and a regional energy supplier, the United States 
itself could then move to sell natural gas to the Kingdom. With U.S. natural gas 
production growing at a rate of 4.3 percent per year, British Petroleum projects that U.S. 
LNG exports will overtake Qatar by 2030.111   
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• Possible Saudi LNG imports and low-cost infrastructure. The development of natural gas 
export links between the United States and Saudi Arabia is conceivable considering 
regional energy developments. Notably, the UAE has publically stated that it is looking 
into natural gas imports from the United States due to competitive prices.112 Furthermore, 
LNG reception, storage, and regasification facilities have become “less expensive than 
before.”113 Instead of building permanent LNG import facilities, Saudi Arabia has 
temporary lower cost options, such as floating facilities and chartered (leased) facilities, 
to process LNG imports.114 Kuwait currently operates a floating LNG terminal to process 
its energy imports, providing import flexibility.115 Thus, Saudi Arabia can resort to LNG 
imports “with relative ease.”116 

 
This white paper proposes that the United States use its natural gas as a tool to facilitate regional 
energy cooperation and, if necessary, export natural gas to Saudi Arabia in the event that 
regional producers are unable to export it themselves. The purchase of natural gas from a foreign 
provider may be unpopular in the Kingdom, signaling that the Saudis are unable to provide for 
all of their energy needs. However, the current state of energy consumption in the country makes 
it increasingly likely that the Saudis will need to import natural gas, much like the UAE and 
Kuwait. Consuming imported natural gas would allow Saudi Arabia to export more expensive 
crude oil, altering its medium-term oil consumption path and allowing the Kingdom time to 
implement its diversification plans.  
 
  
  
Conclusion 
 
An unstable Saudi Arabia would constitute a serious threat to U.S. national interests due to the 
Kingdom’s significant role in oil markets, regional stability, and counterterrorism efforts. 
Increased internal oil consumption threatens to undermine the most important facet of the Saudi 
economy, oil exports. If nothing changes before the 2030s, a loss of critical oil revenue will 
throw the Kingdom into crisis. Current Saudi efforts to diversify energy consumption are 
unlikely to address this emerging trend in the needed timeframe.  
 
Subsidies are a major factor driving overconsumption and their contribution should not be 
underrated. Saudi government stability currently rests on a basic social contract of subsidies as a 
bargain between the rulers and the ruled. Phasing out subsidies is accordingly a sensitive topic, 
entailing risks that have thus far stifled necessary internal reform—especially in the aftermath of 
the Arab Spring. A rapidly growing population makes the subsidy problem imperative for the 
Saudi government to address. Reform must happen over time if the Kingdom is to avert internal 
instability. However, the medium-term nature of Saudi Arabia’s emerging energy crisis could 
force abrupt action that threatens social stability.  
   
To avert a Saudi crisis, the United States should mediate a natural gas import deal between the 
Kingdom and its natural gas rich neighbor, Qatar. Furthermore, the U.S. should use its natural 
gas resources as a policy lever if regional actors cannot or will not supply natural gas to Saudi 
Arabia. The proposed plan is not a long-term solution. By taking these actions, however, the 
Kingdom will gain time to achieve energy diversification and implement structural reforms.  
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