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Abstract : The importance of industrial cities stems from being an important factor in developing the industrial 

sector. It also helps in establishing factories and investments in the country, as it provides local and foreign investors 

with the infrastructure and services necessary to establish industrial projects, in addition to reducing the 

unemployment rate in society. Industrial cities also occupy a major place among the concerns of economic policies. 

In order to develop and strengthen these cities, many countries are adopting many strategies due to the great interest 

that the latter receives from countries around the world as the best tool for enhancing the productive and competitive 

capabilities of the industrial sector, in addition to its ability to activate , interconnection and economic interactions 

between countries and reduce the risks of competition with products. Imported. Especially with the ongoing 

liberalization of markets, the research aims to study the reality of investment in industrial cities and how to benefit 

from the Saudi experience in establishing , industrial cities with the aim of diversifying the economy and not relying 

on one sector to supplement the country’s needs. Budgets. 

Keywords: industrial cities, investment in industrial cities, Saudi Authority for Industrial Cities 

Introduction: Since the late twentieth century, the economic systems in most countries of the world have 

shifted from controlling the public sector to giving greater priority to private sector activity in general and the 

industrial sector in particular, to the extent that the ability of the private industrial sector, as one of the basic 

components of the emergence and development of industry, is considered the basic foundation for economic growth 

and development, so that Most countries in the world seek to attract investments as a dynamic engine for their 

economies through the presence of places and regions where basic services are available, which highlights the role of 

industrial cities in achieving these goals, especially in attracting local and foreign investments and providing basic 

industrial infrastructure. Industrial cities are considered one of the most important economic projects that will develop 

the economic sector and eliminate economic and social problems, because they are among the best investment 

environments that attract industrial projects, which in turn address the problem of unemployment due to their 

absorptive capacity for workers at all technical levels. Industrial areas also have great economic importance in terms 

of The existence of intertwined industrial links due to the requirements they provide for industrial production, because 

they include some industrial facilities that are linked with other industrial facilities externally through industrial links 

that supply them with raw materials and materials or semi-manufactured goods necessary for industrial operations. It 

is also worth noting that industrial areas contribute to Supporting the national economy through the availability of 

foreign currencies by providing some local goods and products as an alternative to imported ones in hard currencies, 

in addition to the contribution of industrial cities and the industry’s share of the gross domestic product. 

Research problem  :  
Not long ago, the Kingdom of Saudi Arabia adopted various methods and modern mechanisms to revitalize the 

economy in the Kingdom and shift from a single economy that depends on oil revenues to an economy with 

diversified sources. These mechanisms include revitalizing and stimulating investment in industrial cities. The 

research problem was revealed in the following question: 

Does investment in industrial cities have a developmental role to enhance the capacity of the Saudi economy? 

Research hypothesis: 
The basic hypothesis of the subject of the study can be stated through: 

Encouraging investment in industrial cities increases their ability to create new job opportunities and raise rates of 

domestic product and added value to the economy 

Search goal: 
The research aims to study the establishment of industrial cities in the Kingdom of Saudi Arabia through: 

1.  Analyze and evaluate the role of industrial cities and the extent of their response to investments to reduce 

unemployment rates 
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2. Analyze and evaluate the role of industrial cities in creating added value and supplementing the gross domestic 

product 

Research Methodology  :  
For the purpose of achieving the research objectives and verifying its hypothesis, we relied on the deductive approach 

and the inductive approach in the applied aspect, using the descriptive analytical method in studying and analyzing the 

indicators under research. 

search limits  :  
- Geographical borders of the Kingdom of Saudi Arabia 

- The time limits are from (2018-2022) 

Search structure: 
The research consists of three sections: 

The first section: Investment...the concept, importance, and determinants 

The second section: The theoretical framework of industrial cities 

The third section: study and analysis of data on investment in industrial cities in the Kingdom. 

The first section: Investment...the concept, importance, and determinants 
First: the concept of investment 

Investment means sacrificing current funds in order to obtain future funds, and thus the definition is linked to two 

dimensions: time and risk, where the sacrifice takes its place in the present and is therefore certain, while the return 

comes in the future, which is usually uncertain
 (1)

 and is defined as the sum of investments that will achieve the actual 

addition. To the original capital and increase income through the ownership of assets that generate a return as a result 

of an individual or institution sacrificing a current benefit to obtain a future benefit 
(2)

. According to the Arab 

Investment Guarantee Corporation, it has defined it as the purchase of financing assets by individuals or institutions 

for use in producing a return commensurate with the size of the risk. Which he may be exposed to at a later period of 

time 

Second: The importance of investment 

Investment gains its importance from being the second determinant of the components of national income after 

consumption. It contributes to increasing production, providing job opportunities, improving living standards, and 

promoting economic growth. Most economic theories agree that investment is important in achieving economic 

development
(3)

, and thus this leads to increased production and increased investment. Demand and consumption that 

achieve social well-being. This also leads to increased technological progress, which reflects positively on increased 

economic growth to keep pace with the stages of development witnessed by developed countries 
(4)

, and it is an 

important factor for the economy because it leads to better use of resources for which economic entities compete in the 

free market  
(5)
 

Third: Determinants affecting investment: 

The most important determinants that affect the effectiveness of investment are: 

1. Interest rate 

It is the price that is paid in exchange for obtaining loans, as the investor finances his investments through borrowing 

or financing. When interest rates decrease, the demand for money increases, and then investment increases. The 

interest rate is considered the investor’s opportunity cost
  (6)

 

2. Marginal adequacy of capital 

What is meant by the marginal adequacy of capital is the discount rate that achieves equality between the value of 

capital and the sum of the present values of its future returns. If the marginal adequacy of capital is greater than the 

interest rate, it encourages the investor to carry out the investment process  
(7)
 

                                                           
1
 ) Muhammad Saleh Al-Hinnawi, basics of investing in the stock exchange. University House, (1997), p. 306 

2
 ) Ahmed Zakaria Siam., Principles of Investment (Volume 2), Dar Al-Manahj for Publishing and Distribution, 

(2003), p. 19. 
3
 ) Duraid Kamel Al-Shabib, Investment and Investment Analysis, Dar Al-Yazouri Scientific, (2016), p. 10 

4
 ) Muhammad Duraid Ahmed, Investment: A Reading of the Concept, Patterns, and Determinants (Volume 1), Amjad 

Publishing and Distribution House, (2016), p. 11. 
5
 ) Fedorowicz, K., & Lopatka, A. (2022). 26th International Conference on Knowledge-Based and Intelligent 

Information & Engineering Systems (KES 2022). The importance of investment in the development of enterprises in 

Poland in 2009-2008. 
6
 ) Mohamed Sayed Abed, Ahmed Ramadan Nemat Allah, and Iman Attia Nassef, (2003), Macroeconomic Theory. 

Alexandria, Egypt: University House, p. 87 
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3. National income 

Income contributes to financing investments, and as it is known that profits represent income generated for the project, 

and the higher the level of this income generated, the greater its ability to finance investment. Financing the 

investment project is considered one of the most important factors that determine the investment decision, and 

investment is directly related to income. As investment increases, income increases, and vice versa. The composition 

of income is affected by the nature of the economic structure and the sectors that make up that economy 
(8)

 

4.  Size and breadth of the market 

Market expansion is closely linked to investment flows, as the presence of many consumers may lead to increased 

demand, and the effects of economies of scale lead to lower wage costs
(9)

. 

5 . The abundance of resources and the extent of technological advancement 

This determinant includes the availability of raw materials as well as the low cost of labor and the availability of 

technology. These are all elements that can motivate investors to invest 
(10)

, and technical progress is considered one of 

the important factors that affect the level of investments through its impact on the marginal adequacy of capital 
(11)

. 

6 . Inflation rates 

Inflation is the continuous rise in the price level for a long period of time and at an abnormal rate. The high rate of 

inflation negatively affects investment because it creates an atmosphere of instability in the business sector and leads 

to the investor not knowing the state of the economy or the money invested in the future, and raises the degree of risk 

because it leads to a rise in the price level. A general decline in prices and a decrease in the purchasing power of 

money, affecting the determination of the real value of income and profits, and affecting the real value of invested 

capital,  leads to a decrease in the desire to invest in a country suffering from a continuous rise in inflation rates 
(12)

. 

7 . Availability of focal structures and economic openness 

The central infrastructure is considered an important determinant of investment activities, especially productivity ones. 

What is meant here by the basic infrastructure is (roads and transportation, ports, electricity, water, an advanced 

financial and banking system including an efficient financial market, the Internet, government applications, and 

electronic commerce........ Etc.) Aspects of globalization, economic openness, and freedom of trade also play an 

important role in increasing investment rates, especially foreign ones. 

8. Tax structure 

Countries use tax incentives to attract investment, as taxes affect the marginal propensity to invest through their 

impact on the marginal efficiency of capital, that is, through their impact on profits 
(13).

 Taxes are linked to an inverse 

relationship with investment. As the tax increases, the cost of investment increases, and thus this negatively affects it. 

9. Degree of risk: It is the degree of uncertainty on the part of the investor about the future returns that can be obtained 

by the investor through his investment in a certain period, which is linked to the investment in an inverse relationship, 

as the degree of risk increases, the amount of investment decreases with it, but on the other hand, we find that the 

relationship There is a direct relationship between risk and return, and based on this, providing guarantees within the 

framework of laws that produce investment is a necessity, especially in developing countries 
(14)

. 

Third: The appropriate investment environment has its components: 

A: The concept of the investment environment 

The concept of the investment environment has gradually developed until it includes a complex combination of factors 

through which it seeks to enhance the attraction of investment energies from abroad to within. The concept of the 

                                                                                                                                                                                              
7
 ) Abdel Nasser Al-Abadi, Abdel-Halim Mahmoud Karaja, and Muhammad Al-Basha, Principles of Macroeconomics 

(Volume 1). Dar Safaa for Publishing and Distribution, (2000), p. 73 
8
 ) Khawla Boubacar and Zuleikha Ben Mohsen, Estimating the Aggregate Investment Function in Algeria for the 

Period 1980-2005, Master’s Thesis, (2013), Algeria: Kasdi Merbah University Ouargla, p. 26 
9
 ) James, P. W., & Jiangyan, Y. (2010). Determinants of Foreign Direct Investment: A Sectoral and Institutional 

Approach. IMF Working Paper 10(187) ,p5 
10

 ) İsmail, C., & Burak, Ç. (n.d.). THE ECONOMICAL DETERMINANTS OF FOREIGN DIRECT INVESTMENT 

(FDI) IN DEVELOPING COUNTRIES AND TRANSITION ECONOMIES. The Pakistan Development 

Review,Vol.46,N.3, (2007),p288 
11

 ) J. Ackley, Macroeconomics: Theory and Policy, translated by Atiya Mahdi Salman, 1980, Baghdad: Al-

Mustansiriya University, p. 959. 
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 ) Duraid Kamel Al-Shabib, Investment and Investment Analysis, 2016, Dar Al-Yazouri Scientific, p. 25 
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 ) EPS-PEAKS. ( 2013). Taxation and Developing Countries,p9 
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 ) Muhannad Khalifa Al-Muhammadi, and Muhammad Marzuk Khairi Al-Hayani, The impact of investment 

determinants in the Iraqi economy for the period 2004-2018, an econometric study. Journal of Business Economics for 

Applied Research, Volume 1, Issue 1, 2021, p. 120 
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investment environment has also been linked to the investment climate, and this concept may expand or narrow 

according to the policy followed in encouraging investment, as investment remains governed by two factors: the 

expected return and the level of risk. Accordingly, its definition was stated as follows
(15)

: 

- The investment environment means the total circumstances and conditions that affect the movement of capital. It is 

also known as the conditions that constitute the environment in which the investment process takes place and the 

extent to which those conditions negatively or positively affect the opportunities and success of investment projects 

and then the movement and trends of investments. These terms and conditions include political, economic, social, 

security and legal aspects, as well as administrative regulation  
(16)

 . 

- It is also defined as a group of economic, social, political, cultural, legal and other factors that directly or indirectly 

affect investment performance and profitability, such as economic policy, social and political conditions and their 

stability, and the legal, administrative and institutional framework that governs foreign investments. That is, the 

investment environment is the investment climate in which It means all conditions affecting the trends of capital flows 

and its employment 
(17)

. 

B: Components of the investment environment 

1. Economic components 

The investment climate is the result of the interaction of economic components, including infrastructure, market size, 

production costs, etc., in addition to non-economic components, including political, legislative, legal, and social 

components that may affect investor confidence and work to encourage and stimulate investment. Distributing cash 

profits is not enough to achieve investment and must be accompanied by a group of factors that constitute an incentive 

for those savings and their conversion into investment. The most prominent of these factors are: - 

 •Infrastructure: Infrastructure has a significant impact on the investment decision and is represented by efficient 

electricity supply, well-designed transportation networks, roads, ports, airports, railways, and communications 

networks, as well as oil and gas pipelines. 

The state plays an important role in providing these services, improving the quality of services, or increasing their 

compliance with international standards and specifications, as one of the most important basics of investment is the 

necessity of providing the minimum basic infrastructure services and harnessing its resources to serve investment at 

moderate prices so that the investor can invest directly at competitive prices 
(18)

. 

 •Market size 

  Market size is considered one of the basic elements for establishing or expanding investment projects. This is 

because the volume of production depends on the possibility of marketing it locally or abroad. When the size of the 

local market is large, it leads to the emergence of economies of scale, and thus the investment opportunity is better 
(19)

. 

 •Financial and monetary policies and the development of the financial and banking system 

The presence of stable and clear economic policies would work to attract foreign investors, because the continuous 

change in economic policies raises a lack of confidence among investors who care about the elements of safety and 

stability. What is meant by policy stability is the management of financial and monetary policies in thoughtful ways 

based on planning, as the presence of a banking system An advanced financial institution plays a role in deepening 

and expanding the process of financial intermediation in the market through financial products. The extent of banks’ 

efficiency and their ability to provide information to the investor supports the growth of the private sector and the 

economic reform process  
(20)

  

 •Production cost (availability of labor and wage levels) 

The availability of cheap labor is an incentive for foreign direct investment because lower production costs support the 

competitiveness of foreign companies, especially labor costs. Therefore, these companies seek to establish factories in 
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 ) Yaqoub Ali Janqi and Alamuddin Abdullah Banqa, evaluating Sudan’s experience in attracting foreign direct 

investment and its impact on the economic situation. A research paper within the Finance and Economics Conference, 

Arab experiences in attracting foreign investment. Cairo: Arab Administrative Development Organization, 2006, p. 7 
17

 ) Nabil Jaafar Abdul Reda, The Investment Environment in Basra, Determinants and Aspirations, 2012, Beirut: 

Arab History Foundation for Printing, Publishing and Distribution, p. 20. 
18

 ) Duraid Kamel Al-Shabib, previous source, p. 31 
19

 ) Talal Zaghba, The reality of the foreign direct investment climate in Algeria, between the obstacles and the 

requirements for improving the investment environment. Journal of Economic, Management and Commercial 

Sciences, University of Algiers, 2012, 3, Issue 7, p. 35 
20

 ) Talal Zaghba, previous source, p. 206  
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developing countries to benefit from low wages, and countries that are characterized by relatively low wages and low 

production costs benefit from attracting foreign direct investment to them  
(21)
 

 •The degree of economic openness and liberalization of international trade 

Foreign direct investment is directed to countries that adhere to the principle of freedom in international trade and 

economic production, because removing customs barriers and various trade restrictions leads to raising the rates of 

international trade on the one hand, and on the other hand, leads to reducing the prices of imported goods, whether 

consumer or productive, as the degree of Economic openness as a ratio of exports and imports to GDP. The closer the 

percentage is to 100%, the more open it is to the outside world
(22)

. 

2 .Non-economic components: They include the following:- 

  • Political and security components 

There is no doubt that profound and rapid political changes strongly affect the performance of the economy, especially 

the investment climate and its flows, whether it is related to domestic or foreign investment, as the importance of 

political stability maintains high and sustainable economic growth rates that lead to attracting investments, and the 

political and security climate is affected by several factors, The most important of which are the extent to which the 

country enjoys political stability, the extent to which guarantees are available against non-commercial risks, and the 

extent of the host country’s commitment to the contents and laws of its investment and agreements concluded with 

investors
(23)

. 

  • Legal components 

Investors prefer to invest in countries that have a suitable legal environment to ensure profits generated from their 

investments. The more investment law and legislation includes a set of appropriate incentives and benefits, the more 

this will lead to increased investment attraction
(24 )

. 

 • Social and cultural components 

The most important social and cultural components are the degree of cohesion of the social situation that ensures the 

reduction of poverty and inequality, as well as the availability of demographic elements represented by population 

growth, family size, and educational level, which have a significant impact on markets and institutions. 

The second section: The theoretical framework of industrial cities 

  First: The concept of industrial cities 

Industrial areas are considered a vital phenomenon at all levels and are usually called by other names such as 

(industrial zone, industrial settlement, industrial field, industrial zone, industrial cities), and no matter how different 

these names are, they refer to that area of land that includes a group of factories provided with services. And the 

necessary facilities, this space is divided into small sections. Each of them is allocated the establishment of a specific 

factory according to the types of industries to be established, their characteristics, the lands they use, and their needs 

for facilities and services
(25)

. Industrial cities are defined as a piece of land belonging to a public or private authority. 

This plot of land is divided into small sections on which buildings are built according to the specifications of the 

person who will occupy them. These buildings are sold or rented to industrial investors. The industrial city provides its 

factories with all needs, including water, roads, electricity, and other services and infrastructure
(26)

.Thus, the industrial 

city is an area of land that includes a group of factories, laboratories, and craft workshops equipped with the necessary 

services and facilities. This area of land is divided into small sections, each of which is allocated to establish a specific 

industrial project. Its uses are determined according to the basic design of the city. The types of industries that will be 

established, their characteristics, the lands that will be used, and their needs for this region are determined
(27)

. 
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Industrial cities are classified into
)28)

.  

1. Industrial areas according to their location:- 

Based on the classification adopted by the United Nations Industrial Development Organization into: 

A - Urban industrial areas are those areas that are in the middle of a neighborhood, an important urban center, or a 

large city with a population of more than 50,000 people. 

B - Rural industrial areas, which are those areas located in cities that are rural in nature and whose population is not 

less than 25,000 people. 

2. Industrial cities are classified according to type of activity:- 

A - Multi-sector industrial cities in which industrial institutions belonging to different industrial sectors are settled, not 

related to each other in any way 

B - Ancillary industrial zones are inhabited by small industrial enterprises operating in various sectors for the benefit 

of a large industrial enterprise that imports its products and works to monitor them. 

T - Functional industrial cities are those cities in which industrial institutions with the same type and nature of activity 

are settled 

3. According to the entity establishing the industrial city, it is of three types:- 

A - Public sector industrial cities whose establishment is sponsored by the state, regions or states 

B - Industrial cities belonging to the private sector and established by an association or joint stock company 

T - Mixed industrial cities established by an association of industrialists or a group of companies with financial aid 

provided by the state in the form of a long-term loan. 

Second: The components of the success of industrial cities 

  Industrial cities are of great importance to the economy of any country, and the most important components of their 

success are  :-  

A - Security and political stability: This means providing security in the lives of citizens and reducing unrest, as well 

as the continuity of the country’s political and economic relations with other countries. The existence of internal 

disputes, labor unrest, rapid change of governments, and internal wars are among the reasons that lead to capital flight, 

as well as obstacles to attracting and encouraging local and foreign investment in the country 
(29)

. 

B - Economic and investment stability: Providing the appropriate climate for investment depends on the degree of 

stability of economic conditions in the country. However, in the case of permanent change in macroeconomic policies, 

financial, monetary and trade policies are constantly unstable, and there are no clear laws regarding investment 

activities and the overlap of authorities and economic decisions at times. All of these matters directly or indirectly 

affect the performance of investors and the success of industrial cities
(30)

. 

T - Availability of legal and legislative frameworks: That is, the presence of laws and legislation that support the 

establishment of industrial cities, because this will in turn lead to attracting and settling investments within the 

industrial cities. The laws of industrial cities must be consistent with the laws and regulations of the state so that there 

is no conflict between the interests of the state and the investor
(31 )

. 

D - Qualified and cheap labor: Many successful industries depend on labor with appropriate scientific and technical 

qualifications and cheap labor, which are important factors for attracting investments. The level of the workforce is 

affected by the size of industrial cities, their activities, and their level of development. The type of labor required is 

affected by the type of investments established within industrial cities and the extent of their use of modern and 

advanced technology
(32)

. 
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C - Financial resources and financing capacity: Establishing any economic activity requires capital, whether to 

purchase the raw materials on which the production process depends or to obtain the machinery and equipment 

necessary to continue the industrial production process
(33)

. 

H - Good and efficient marketing structure: The market is considered one of the important factors in the success of the 

industry and the establishment of industrial cities, whether local or foreign. In order for the marketing process to 

succeed, industrial cities need a lot of media and marketing competencies and work to develop a marketing strategy to 

achieve the goals of industrial cities and solve their marketing problems. This requires choosing an efficient and 

qualified administration to work in industrial cities and giving them sufficient powers to bypass routine procedures 

and achieve the speed factor in completion, as well as the presence of coordination between the city administration 

and other government departments in order to achieve non-duplication in decisions and procedures and flexibility in 

dealing with investors in implementing laws and avoiding administrative and bureaucratic complications. As well as 

determining work methods and benefiting from modern technology
(34)

. 

G - Advantages and incentives: The ability of industrial cities to attract investments is linked to the extent of the 

advantages and incentives they provide, especially financial, commercial, economic, service, and others. Countries 

differ among themselves regarding the size of incentives and exemptions granted to investors. In general, the 

incentives and benefits offered by countries to attract investments can be explained in the following points
(35)

: - 

1. Exemptions from taxes and fees, especially taxes imposed on capital, revenues, profits, and workers’ income, and 

giving complete freedom to the movement of capital and profits while not subjecting imports and exports to import 

and export restrictions, as well as granting soft loans to industry and export projects while facilitating insurance 

procedures with a national or foreign insurance company. 

2.  Opening a bank account: The investor may open one or more bank accounts, whether with a bank inside or outside 

the country, provided that he does not enjoy this right until the project obtains an investment license, whether the 

investor is local or foreign. 

3. Facilitating administrative procedures, especially with regard to work permits and transactions that take place 

between investment projects and relevant government agencies, without setting conditions that limit the use of foreign 

labor in industrial city projects, and giving specific facilities for entry and residence. 

Third: The economic impact of investment in industrial cities 

The speed of industrial development depends on the efficiency, number and awareness of industrial investors and the 

size of investment projects, which makes industrial cities an important center for attracting local and foreign 

investments. Industrial cities contribute to enhancing the volume of investments in the industrial sector by providing 

an attractive environment for investment, opening the door to export to foreign markets, and providing... High-quality 

infrastructure (water or sewage quality specifications, permanent roads, and electricity with housing, factories of 

different sizes to accommodate all types of investment activities). In addition, the use of modern technological 

systems in industrial cities facilitates the promotion of investment opportunities there through the media, and the most 

important effects are What investment in industrial cities has on the national economy
(36)

: 

1. Rational use of resources. Investment in industrial cities plays a vital role in achieving optimal use of natural 

resources. This is determined according to the type of industry. It depends on multiple factors (type of industry, size of 

the factory, time period, maintenance, work system in the factory, quantity of production, techniques used). In 

industrial processes, the raw materials used and other factors), investment in industrial cities can contribute to 

enhancing the use of clean and sustainable technology, which reduces the effects of industrial production on the 

environment, improves the use of natural resources, and moves to new industries aimed at expanding the application 

of these Technology and stimulating innovations and scientific research. Investment in industrial cities can contribute 

to improving waste management and reducing waste, which reduces the effects of industrial waste on the environment 

and contributes to using natural resources more effectively, which leads to stopping the depletion of natural resources. 
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2. Achieving industrial integration. Industrial integration is defined as a form of industrial cooperation and 

coordination between different regions or countries, that is, the occurrence of cooperation relationships and 

interactions in industrial activity and represents a complementary relationship between them. Therefore, it is the 

process of developing regional and international relations and creating new relationships and joint industrial forms 
(37)

 

3. Achieving interconnection between industrial projects. Industrial interconnection means the reciprocal relationship 

and interconnection between the location of the projects and the sources of raw materials, necessary raw materials, or 

semi-manufactured goods necessary for the success of the project. The interconnection relationships between projects 

refer to the links that can be found between productive projects when they are established on An integrated approach 

in one region towards creating industrial complexes that lead to the project benefiting from external savings through 

the services that such complexes can provide, as the industry contributes, through the use of local resources, to 

creating links between it and other economic sectors such as agriculture, the transportation sector, and others, It is one 

of the small industrial projects that can produce parts and components that are manufactured by large industries and 

thus achieve interconnection between small industries and large industries, which has a positive impact in accelerating 

industrial growth and its sustainability
 (38)
 

4. Achieving economic growth and creating added value. Industrial cities have an important impact in creating local 

added value and providing hard currency, but the importance varies from one country to another and from one region 

to another, depending on the degree of the latter’s connection to activities in the region of the receiving countries. The 

calculation of the local added value or share is linked to Net hard currency is closely linked to calculating the raw 

value of exports, as it represents the best indicator of the contribution to the country's wealth. This is due to the link 

between the activities of industrial zones and activities located outside the regions. 

5. Attracting local investments and attracting foreign investments. Industrial cities contribute to enhancing the volume 

of investments in the industrial sector by providing an attractive environment for investment, opening the door to 

export to foreign markets, providing infrastructure with high specifications, and establishing factories of different 

sizes to suit all types of investment activities, in addition. In addition, the use of modern technological systems in 

industrial cities facilitates the promotion of investment opportunities in them through various media  )(  

6. Developing exports and expanding the size of markets. One of the most important goals of establishing industrial 

cities is to increase exports of industrial products in those cities, which would lead to an increase in foreign currency 

earnings, which is what various countries seek to achieve in order to be able to cover the costs of their imports in 

general and of capital goods. In particular, in addition to contributing to achieving stability in the exchange rate of the 

national currency 

7. Dealing with modern technologies and technology transfer. The countries that establish industrial cities want the 

positive impact of investment in pumping new capital to extend to additionally include technology transfer and the 

flow of modern systems in management and international marketing. Such technology transfer will lead to 

accelerating the process Industrial development in non-traditional goods and efficiency development will accelerate 

and develop economic relations between industrial city companies and companies operating in the local market of the 

host country. 

The third section: Study and analysis of data on investment in industrial cities in the Kingdom 

First: A look at the economy of the Kingdom of Saudi Arabia 

The Saudi economy is classified among the strongest economies in the world and it is a member of the G20, which 

includes the twenty strongest economies in the world. The strength of the Saudi economy is due to its possession of 

the largest reserves of global energy sources, estimated at about 260 billion barrels, and this size represents about a 

quarter of the world’s oil reserves. The energy sector’s contribution to the budget is estimated at more than 85%. In 

addition to the above, the Kingdom possesses other natural resources such as small mineral deposits of gold, silver, 

iron, and copper, in addition to zinc, tungsten, lead, sulfur, phosphate, stone, and others. The Kingdom of Saudi 

Arabia also has an agricultural sector in the southwest. The average annual rainfall is 400 mm, and the Kingdom is 

considered one of the largest producers of dates in the world. The Kingdom also produces wheat using desalinated 

water, but that was very expensive and for this reason wheat cultivation stopped in 2016. As for livestock, Saudi 

Arabia’s production of livestock reached In 2018, there were approximately (16.9 million heads), including (9 million 

heads) of sheep, (5.5 million heads) of goats, (1.4 million heads) of camels, in addition to (1 million heads) of cows. 

The Kingdom imports approximately (8.5 million heads) of livestock annually. Religious tourism, represented by Hajj 

and Umrah, also contributes significantly to the Saudi economy, which is the second largest source of income after oil, 

as the jobs added by this sector exceed the number of jobs added by the oil sector. And energy, as the Hajj season 
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reached (40 thousand) jobs. These jobs include (drivers, barbers, butchers), etc. However, these jobs are considered 

temporary and end with the end of the Hajj season
(39)

. 

Second: Economic diversification and economic development in the Kingdom: 

Economic diversification is considered one of the structural transformation mechanisms to achieve balanced economic 

development. As a result, Saudi Arabia embarked on the transformation process by focusing on a group of sectors that 

can be considered the engine of balanced development. The Kingdom of Saudi Arabia adopted an economic policy to 

achieve this that focused on the following
(40)

: 

1 Developing manufacturing strategies, paying attention to import-substituting industries, and encouraging private 

sector participation in the economic development process 

2 Taking advantage of the comparative advantages of each region or region by establishing economic cities that are 

appropriate for each region, as the process of establishing these economic cities contributes to diversifying the 

economic base and increasing the contribution of different sectors to the gross domestic product, and thus creating a 

balanced economy 
(41)

. 

3 Supporting the private sector and attracting foreign investments through the following
(42)

: 

A- Improving the business environment and the financial sector by issuing a law on private sector participation in 

achieving economic development and increasing the Saudi workforce. 

B- Legislating laws to encourage foreign investment, which had significant impacts, led to an increase in the 

contribution of foreign investment in the Saudi GDP to 5% in the year 2018. Licenses provided to foreign companies 

also increased by 130% in the year 2018. In addition, the year 2019 witnessed an increase in the number of Permits 

granted to foreign investments increased by 70% compared to the previous year 

4 Focus on the strategy of industrial polarization and building industrial cities as an appropriate solution for 

sustainable industrial development and achieving urban renewal and future urban development of the country, with the 

aim of making industry have an effective role in sustaining national income with the ideas and strategy of establishing 

integrated industrial cities in which the components of industry and its services are available, taking into account 

environmental conditions, and thus entrusted To the Saudi Investment Authority to adopt these strategies, which have 

achieved success as a result of mutual support for economic activities and their creation of a national industrial base, 

and to achieve these strategic goals through several points
(43)

: - 

A - Upgrading existing or new industrial cities to become integrated urban industrial cities with services that include 

residential and commercial complexes, world-class communications services, hotel and banking services, vocational 

training centers, and special warehouses for storage, in addition to recreational areas, model factory buildings, gas 

stations, transportation services, and an exhibition for selling factory products and technical and commercial fields. 

B- Encouraging and activating the role of the private sector in establishing and operating facilities and providing 

services within industrial cities 

D - Delivering external services to the borders of industrial cities (electricity, water, gas, transportation roads) from 

the financial allocations provided by the state for these services. 

E- Developing industrial investment in less developed areas and establishing the infrastructure for industrial cities that 

do not encourage the private sector to invest in them. 

F- Improving the level of services currently provided in industrial cities that are carrying out rehabilitation work and 

their facilities that have expired, with the private sector participating in financing and operating under the usufruct 

system. 

Third: The Saudi Authority for Industrial Cities and Technical Zones:* 

1. The concept and formations: 

It is a government body that works to develop industrial lands and integrated infrastructure in various parts of the 

Kingdom, and supervises private industrial complexes and cities and technology zones. It was established in 2001, 
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pursuant to a decision of the Council of Ministers, and its headquarters are located in the capital, Riyadh, where the 

body seeks, through the strategy it presented, to Implementing the program to develop the national industry, logistical 

and basic services in industrial cities and enhancing industrial productivity, thus contributing to the development of 

non-oil revenues, encouraging economic diversification, stimulating the private sector and providing job opportunities, 

as well as providing a safe environment to attract investment into the Kingdom of Saudi Arabia 
(44)

. The Saudi 

Authority for Industrial Cities and Areas took care of Technology develops industrial lands and integrated 

infrastructure, and from the beginning of its establishment until the end of 2022, it supervises 36 industrial cities 

existing and under development in various parts of the Kingdom, divided into seven branches: (Riyadh, Al-Qassim, 

Al-Gharbiyah, Medina, Al-Janoub, Al-Sharqiya, and Waad Al-Shamal). 

2. Services and means of support provided in those cities 

The Saudi Authority for Industrial and Technical Cities provides many investment facilities and incentives to attract 

investors, the most prominent of which are
(45)

: 

 •Income tax exemptions of up to 50% for a period of 5 years, in addition to 100% foreign ownership of industrial 

projects in cities. 

 •Financial and financing support packages through the programs of the Saudi Development Bank and the 

International Finance Corporation. 

 •Providing industrial lands at competitive prices, exemptions from investment fees, and establishing investment 

companies electronically and within limited hours. 

 •The possibility of bringing in foreign talent according to the electronic visa system. 

• Complete customs exemption and the establishment of logistical areas to temporarily store goods. 

3.  Infrastructure 

Infrastructure expresses the basis on which operations are based, whether it is resources; Such as employees, 

buildings, equipment, roads and transportation, communications and sewage networks, and others that are considered 

among the basic necessities of life for citizens in a country so that the production process can be relied upon. The 

Authority has upgraded its industrial cities to environmentally friendly industrial cities through the Authority’s 

investment in The environmental project is worth about 294 million riyals. It also imposed an environmental 

monitoring system through which the rate of air, water and soil pollution is monitored for about 90% of the factories 

affiliated with the cities. There are also (27) drinking water stations that produce (44,991,023 m3) and (14) industrial 

sewage stations that produce (27,293,392 m3). There are also (11) hospitals and health centers distributed across all 

industrial cities to meet the health care needs of their workers, in addition to that within the framework of Objectives 

of infrastructure development in industrial cities. The Authority, in cooperation with the Ministry of Communications 

and Information Technology, covered the industrial cities with fiber optic services and the 5G network, which 

contributes to creating a qualitative shift in the chain of operational processes related to production, storage, supply 

and distribution. It also helps in providing innovative solutions such as augmented reality technologies. Virtualization, 

automation, 3D printing, and robotics
(46 )

 In addition, the Authority has developed specific programs for housing 

workers near factories, where it has established residential complexes that include about (9,647) housing units with a 

capacity to accommodate (47,344) workers, including complexes and residential buildings “enhanced with basic 

services and facilities, such as (commercial centers, recreational areas, Hotels, central kitchens, restaurants that apply 

the highest health and environmental requirements, clubs and sports facilities, as well as banking services, gardens and 

parks (
(47)  

,The industrial cities affiliated with the Saudi Authority for Industrial Estates and Refinement Zones include 

(30) bank branches and ATMs, through which many financial and banking operations are provided to investors, 

industrialists, and residents in those areas alike. 

4. Transport 

 The Saudi Authority for Industrial Cities was able to establish and develop all transportation, storage, and shipping 

requirements by paving roads within the industrial cities and linking them with the Kingdom’s highways and through 

them to the Kingdom’s outlets to the world, such as ports, airports, etc., which helped reduce time and effort, where 

city services play a role. Industrial and technical industries play a pivotal role in attracting investments and developing 

the economy, as these cities provide an attractive and incubating environment for investors through the integrated 

infrastructure, support services, and administrative and financial facilities they provide. In 2020, the Authority was 

able to link technically between the Authority’s cities and the General Transport Authority by linking systems and 

tracking The shipments thus contribute to organizing and following up on the activity of transporting goods by 
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shipments in the industrial cities in the Kingdom and achieving the goals of the National Industrial Development and 

Logistics Services Program  
(48)
 

From the above, we note that although the Kingdom of Saudi Arabia was suffering from the problem of lack of 

economic diversification, it was able to develop its industrial sector through the establishment and establishment of 

industrial cities that contributed to achieving many achievements and huge internal projects that contributed to raising 

the level of performance. The Saudi economy, increasing the level of income and non-oil revenues, raising the 

efficiency of expenditures, in addition to increasing employment and work opportunities for citizens and encouraging 

the role of the private sector as a major and vital partner in achieving development. 

5.The economic role of industrial cities in the Kingdom 

A: Their role in providing investment opportunities, as cities contribute to providing investment opportunities 

according to industrial requirements, supporting entrepreneurs and owners of small, medium and large enterprises, and 

strengthening partnerships with relevant authorities. Within this framework, a group of services have been developed 

to contribute positively to reducing the time required to start the activity and serving a larger segment. The 

industrialists and investors of these services 
(49)

 are: 

 •Providing industrial lands as well as factories of different sizes that take into account all investment and industrial 

requirements 

 •Supporting the relocation of factories to industrial cities and providing various solutions for entrepreneurs 

 •Business incubators and accelerators: These focus on value-added industries that need to adopt pioneering ideas, 

such as the electronics, energy, electricity and food supplies industries. 

• Financing solutions: The industrial cities also seek to contribute to the success and growth of small and medium 

enterprises by providing appropriate financing solutions that meet all the needs of various companies, in cooperation 

with the Saudi Industrial Development Fund and the Social Development Bank 
(50)

. 

B.  Its role in encouraging the public and private sectors to invest in industrial cities 

The industrial sector is one of the sectors that receives great attention in the Kingdom of Saudi Arabia, as industry is 

one of the most important areas influencing the Kingdom’s national economy. The Kingdom is keen to attract 

industrial investors to invest in various industrial projects and provides them with various services and incentives, 

starting with licensing industrial activity and ending with access to local markets. It also works to improve the 

legislative and regulatory environment, and to create incentives that contribute to attracting investors and enabling 

them to make the sector the first investment choice. Among these benefits and exemptions provided to industrial 

projects in Saudi Arabia are a good tool to stimulate industrial investors, which are as follows 
(51)

: 

 •Exemptions provided to the industrial project. Advantages granted to the industrial project: According to Article (17) 

of the Unified Industrial Organization System, the industrial project is granted the allocation of a suitable plot of land, 

the rental of industrial buildings necessary for the industrial project on encouraging terms in the industrial zones 

established by the government, and the provision of electricity, water, fuel, energy and utilities. Others necessary for 

the industrial project at incentive prices 

• Industrial projects that are given priority in obtaining benefits and exemptions: Under Article Sixteen of the Unified 

Industrial Regulation System, industrial projects established in the Kingdom of Saudi Arabia that are given priority in 

obtaining benefits and exemptions for industrial projects that produce goods for local consumption shall replace goods 

Foreign or competing with it 
(52)

. 

C .Its role in developing investment contracts and the number of factories 

The Authority was able to attract a number of leading companies nationally and internationally in industrial cities, 

being an essential part of the process of economic diversification and an important arm for expanding investments in 

industrial sectors. In addition, the Authority developed an initiative to stimulate partnership projects between the 

public and private sectors with the aim of industrial empowerment and the provision of logistical industrial services 

and products that achieve sustainability. Finance and enhancing levels of partnership between investment and service 

sectors in industrial cities. The Authority also succeeded in 2022 in offering investment opportunities to benefit from 

troubled projects, restart them and raise their operational efficiency using the latest technologies with the aim of 

benefiting from them in multiple production areas, as these troubled facilities attracted investments amounting to (720 
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million). riyals) distributed among (22) industrial facilities and one residential facility in (7) affiliated industrial cities 

with a total area of (176 thousand square meters) and provided (1571) new job opportunities 
(53)

. 

Table (1 ) shows the number of investment contracts and the number of producing factories for the period 

from 2018 – 2022 
Year Number of investment 

contracts 

Increase in the number of 

investment contracts 

Number of producing 

factories 

Increase in the number of 

producing factories 

2018 6116 - 3474 - 

2019 6361 111 3666 126 

2020 6587 286 3724 124 

2021 7618 431 3766 36 

2022 7242 224 3164 144 

The table was prepared by the researcher based on data contained in the reports of the Saudi Authority for Industrial 

Cities and Technology Zones for the years 2018-2022. 

We note from the table(1) above that the Saudi Authority for Industrial Estates and Technology Zones was able to 

increase the number of investment contracts as a result of the investment opportunities and incentives it offers, as the 

growth rate of investment contracts in the year 2020 reached (6%) despite the presence of the economic crisis that 

struck the world due to the collapse of prices. International Oil and the general closure caused by the Corona 

pandemic. However, the Authority succeeded in attracting new contracts during this year in the fields of medicines, 

medical materials and their supplies. As a result, the number of producing factories for this year increased to (124) 

factories, added to the previous year, in addition to that and after the departure of the global economy. From the crisis 

that struck it and what was caused by the Corona pandemic and the return of oil prices to the world to recovery and the 

return of global economic activities to the rise again, which helped the Saudi Industrial Estates Authority to raise the 

growth rate in investment contracts to a rate of (17%) for the year 2018 by attracting Local and foreign companies to 

invest in Saudi industrial cities, which in turn led to an increase in the number of factories producing this year to (144) 

additional factories over the previous year. 

D. Contributing to increasing value added and gross domestic product 

Industrial cities contribute a large percentage to the Kingdom’s gross domestic product as a result of the economic 

policies it follows in order to attract investment and operate thousands of factories, which is reflected positively in 

providing thousands of job opportunities, reducing unemployment, achieving economic stability, developing skills, 

and transferring and developing technology. 

Table (2 ) shows the unit value added growth rate in million riyals for the period from 2018-2022 
Percentage of 
industrial sector value 

added to total value 

added % 

Value added to 
the industrial 

sector 

Total value added Non-oil activities Oil activities gross domestic 
product 

year 

56 1500297 2,648,714 1,157,066 1,122,304 2,729,117 2018 

55 1471901 2,664,772 1,203,935 1,085,091 2,751,831 2019 

54 1385678 2,545,083 1,158,900 1,012,665 2,632,363 2020 

52 1401294 2,645,447 1,253,023 1,014,616 2,746,242 2021 

54 1585091 2,887,707 1,321,685 1,170,657 2,984,636 2022 

The table was prepared by the researcher based on 
( 54)

 

We note from Table No. (2) that the gross domestic product and the gross value added for the year 2019 increased 

over the previous year, while they faced a slight decline for the year 2020 due to what we mentioned previously about 

the crisis being exceptional during which most industrial and economic activities of all countries, including the 

Kingdom, stopped. However, this decline is slight from During what we see of the increase in the GDP for the years 

following the year 2020, in which the added value of the industrial sector decreased by (1%) from the previous year, 

and the decline continued for the following year to record a rate of (52%) in 2021, but in the following year 2022, the 

GDP increased as well as the value. The gross added value has risen again to reach (54%) over what preceded it. As a 

result, we note that the percentage of what the industrial sector provides through value added, which constitutes more 

than half of what all economic sectors provide, highlights the pioneering role of this sector in light of the reforms that 

the Kingdom has pursued in order to attract... And attracting foreign and local investments. 

E.  Its role in achieving job and employment opportunities 

                                                           
53

 ) Saudi Authority for Industrial Cities and Technology Zones, previous source, p. 81 
54

 ) Data from the Central Bank of Saudi Arabia 

 •General Authority for Statistics, Annual Economic Research for Institutions, Kingdom of Saudi Arabia, various 

issues 

• World Bank data for the period (2018-2022) 



QJAE,  Volume 26, Issue 2 (2024)                                                                           

182  

Industrial cities are considered one of the most important economic projects or ideas implemented by the state with the 

aim of developing the industrial sector in particular and addressing social and economic problems in general, as the 

industrial sector is considered one of the economic sectors that most accommodates workers at various technical and 

scientific levels, and this is shown by the high percentage of its contribution to the output. The industrial sector also 

plays a major role in providing many job opportunities, in addition to qualifying and training its workers, raising 

technical efficiency and increasing productivity. On the other hand, its development leads to the continued growth of 

other sectors associated with it (). We notice from the table (3 ) that the percentage The number of workers in the 

Saudi Authority for Industrial Cities and Technology Zones constituted (4.4%) of the total number of workers in all 

economic activities for the year 2018, while the percentage of the number of workers in the Authority for the same 

year constituted (41%) of the total number of workers in the industrial sector, and this percentage continued to 

increase. Gradually, as we notice in the year 2020, despite the decline in the number of workers in the industrial sector 

as a result of what we mentioned previously about the Corona pandemic and the economic crisis that the country went 

through, which caused the closure of a large percentage of factories outside the Authority’s work, the percentage of 

the number of workers in the Authority and its factories constituted (96%). Of the number of workers in the industrial 

sector, this came due to the continued work of the Authority and its factories as a result of the preventive measures it 

took to preserve the safety of its workers, as well as economic measures in order to attract more investments, which 

included postponing the payment of rents, as well as reducing taxes and customs exemptions on the products of 

factories operating in the Authority, which helped In maintaining high levels of employment compared to workers in 

other sectors, and after the return of economic activities to recovery for the years 2021-2022 and the return of factories 

outside the Authority to work, the Authority is still recording high rates of employment compared to the numbers of 

workers in the industrial sector and then the total number of workers in economic activities as a whole, where we 

notice an increase. The percentage gradually increased, reaching (54%) for the year 2021 and then (56%) of the total 

workers in the industrial sector, which indicates the growth of local and foreign investments and development 

initiatives launched by the Saudi Authority to achieve added value from the Kingdom’s resources, maximize the 

economic impact, provide job opportunities, and contribute effectively. In supplementing the country's gross domestic 

product 

A table(3) showing the employment sector in the Authority from 2018 – 2022 
Year 
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6 

Ratio of the 

number of 

workers in the 
Authority to the 

total number of 

workers in the 

factories % 

7 

2618 1868213 1651661 435666  4.4 - 41 

2611 1517217 184453 517242 5.4 82242  52 

2626 1211447 536413 517242  5,5 - 16 

2621 1341136 1645145 571856  6.1 48666  54 

2622 16841133 1621616 571211  5.3 13177  56 

The table was prepared by the researcher based on the sources 
(55 )

 

The table columns were created based on: 

 .1Column (3,2) based on World Bank data and reports https://data.albankaldawli.org/  

2 . Column (4) based on the data and reports of the Saudi Authority for the period from 2018-2022 

3 . Column (5) was created by the researcher by dividing column (3) by column (1) 

4 . Column (6) is the difference between each year and the previous year 

5. Column (7) by dividing column (3) by (2) 

Conclusions: 
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Through the research, we draw a number of general conclusions that can be summarized in a number of points 

1.  The Kingdom of Saudi Arabia has succeeded in establishing and developing the industrial cities program, which is 

one of the largest industrial programs in developing and developed countries, as it represents an important part of the 

industrial development plan in general, through which the Kingdom has succeeded in diversifying the sources of its 

economy and reducing dependence on oil, as diversification is considered Economic development is one of the 

structural transformation mechanisms to achieve balanced economic development, and the Kingdom’s government has 

an important role in its success, as it assumed responsibility for establishing and financing the industrial cities program 

and providing support for this program. In various fields through legislation and incentives that help attract local and 

foreign investors 

2.  Investment in industrial cities, whether established in developed or developing countries, is considered the basic 

pillar of the development process in all its aspects, whether economic, social, environmental or urban. Investment in 

industrial cities affects the extent of integration and interconnection between different industries, as well as enhancing 

the competitiveness of local exports, attracting investments and others. It has an impact by preserving the environment 

from industrial pollution by following the necessary environmental methods and measures. It is also concerned with 

providing job opportunities to reduce unemployment and thus raising the standard of living of workers. It is also 

concerned with urban development through developing infrastructure and paying attention to the surrounding areas. 

3. There are several basics and strategies extracted from the Kingdom’s experience that can be adopted by many 

entities and countries, whether developing or developed, through which they will be able to establish advanced 

industrial cities similar to their counterparts in the Kingdom of Saudi Arabia. 

Recommendations: 

The research comes out with a set of recommendations that many countries, especially rentier ones, can benefit from 

from the experience of the Kingdom of Saudi Arabia in investing in industrial cities through its concern: 

1.  Diversifying the economic base by working to encourage investment in industrial cities to raise the percentage of 

industrial sectors’ contribution to the gross domestic product, increase the added value of those sectors, provide job 

opportunities, and reduce dependence on oil revenues. 

2.  Support and encourage the private sector for the purpose of actively contributing to the advancement of industry 

and supporting other economic sectors in changing the industrial reality. 

3.  Develop a detailed strategy for city work that overcomes all existing obstacles 

4. Enacting the necessary legislation to attract local and foreign investors to contribute to the development of various 

economic sectors 
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